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CURRENT  ECONOMIC  DEVELOPMENTS  IN  EUROPE 


In  almost  all  European  countries  a  vigorous  indus¬ 
trial  expansion  continued  in  the  early  months  of  this 
year,  accompanied  by  rapid  growth  of  international 
trade.  The  deceleration  of  the  rise  of  output  foreseen 
in  the  1960  plans  of  the  eastern  European  countries  has 
not,  as  yet,  materialized,  though  some  signs  of  strain 
in  their  economies  have  appeared;  and  in  western 
Europe  also  the  increasing  apprehensions  expressed 
about  the  narrowing  margins  for  further  expansion 
have  as  yet  hardly  been  substantiated  by  any  actual 
slackening  of  industrial  growth.  However,  in  most 
countries  throughout  the  continent,  the  rise  of  output 
achieved  in  the  remainder  of  this  year  is  likely  to 
depend,  even  more  than  last  year,  on  the  growth  of 


productivity,  with  a  relatively  smaller  contribution 
from  rising  industrial  employment. 

In  the  eastern  European  countries  and  the  Soviet 
Union,  1960  is  planned  to  be  a  year  of  somewhat 
intensified  investment  efforts  partly  geared  to  the  new 
long-term  plans.  In  western  Europe,  one  of  the  main 
questions  raised  is  to  what  extent  policies  so  far 
adopted,  or  to  be  instituted  later  in  the  year,  will  check 
the  current  investment  boom. 

Developments  and  prospects  in  the  countries  of 
eastern  Europe  and  the  Soviet  Union  are  reviewed  in 
the  first  four  sections  of  this  article,  and  those  for 
western  Europe  in  sections  5  to  7. 


1.  Industrial  Production  in  Eastern  Europe  and  the  Soviet  Union 
IN  THE  First  Quarter,  and  the  1960  Plans 


In  all  countries  of  the  region  for  which  data  are 
available  —  that  is,  all  except  Albania  —  the  industrial 
performance  in  the  first  quarter  of  1960  was  rather 
satisfactory.  The  reported  rates  of  growth  of  industrial 
output  are  in  all  cases  higher  than  those  planned  for 
the  whole  year,  and  at  least  as  high  as  in  the  cor¬ 
responding  months  of  1959  (see  Table  1);^  and  over¬ 
fulfilment  of  the  quarterly  plans  (by  margins  of  1.5  to 
4  per  cent)  was  registered  in  the  Soviet  Union,  Czecho¬ 
slovakia,  Bulgaria,  Hungary,  Poland  and  Rumania. 
In  eastern  Germany,  a  12  per  cent  expansion  —  equal 

*  The  rates  of  growth  for  some  countries  shown  in  the  table  are 
somewhat  inflated  by  the  fact  that  Easter  occurred  in  March 
in  1959  and  in  April  this  year*.  However,  the  rise  in  output  in 
Czechoslovakia  in  the  first  four  months  of  the  year,  over  the 
same  period  of  1959,  was  only  one  point  less  than  the  percentage 
shown  in  the  table;  and  in  Hungary  the  first  quarter’s  index  still 
showed  a  15  per  cent  growth  rate  when  corrected  for  differences 
in  the  number  of  working  days  in  the  two  periods.  In  Poland, 
on  the  other  hand,  the  correction  for  differences  in  the  number 
of  working  days  brings  down  the  rise  over  the  year  from  the 
first  quarter  of  1959  to  6  per  cent. 


to  the  rate  for  the  whole  year  1959  —  was  reported  for 
the  first  quarter,  but  the  plan  fulfilment  report  did  not 
relate  this  to  a  quarterly  plan;  it  only  stated  that,  by 
the  end  of  March,  23.5  per  cent  of  the  1960  plan  for 
gross  industrial  production  had  been  fulfilled.®  In 
Albania  the  quarterly  target  has  probably  been  at  least 
fulfilled,  since  the  rate  of  growth  of  industrial  output 
planned  for  the  current  year  is  about  half  that  achieved 
in  1959.® 

As  foreseen  in  the  annual  plans  —  and  as  has  been 
the  experience  of  most  countries  for  several  years  past 
—  the  rise  in  output  in  the  first  quarter  owed  as  much, 
or  more,  to  increased  labour  productivity  as  to  the 


*  Eastern  Germany  is  the  only  country  of  the  region  not  to 
have  published  its  I960  plan.  On  the  basis  of  indications  con¬ 
tained  in  the  quarterly  plan  fulfilment  report,  the  rate  of  growth 
of  industrial  production  planned  for  the  current  year  would 
appear  to  be  of  the  order  of  9  per  cent. 

*  The  first  quarter’s  plan  for  the  food  industry  (40  per  cent  of 
total  gross  industrial  output)  was  over-fulfilled  by  3.6  per  cent. 
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Table  1 

Gross  industrial  output,  first  quarters  1959  and  1960, 
and  1960  Plan 


Percentage  increase  over  the  same  period  of  previous  year 


Country 

1959 

Year 

1959 

I960 

I960 
Plan  for 
year 

First  quarter 

Albania . 

20 

22 

11 

Bulgaria . 

25“ 

18“ 

19 

15 

Czechoslovakia . 

11 

101/2 

13 

10 

Eastern  Germany  .... 

12 

11 

12 

9b 

Hungary . 

12 

5 

18 

8 

Poland . 

9 

8 

11 

8 

Rumania . 

11 

61/2 

17“ 

14 

Soviet  Union . 

11 

11 

11 

8 

Sources :  Plans  and  plan  fulfilment  reports. 

Note.  —  Data  cover  only  state  industry  in  Hungary  and  socialist  industry 
in  Poland.  In  the  Soviet  Union,  industrial  processing  in  collective  farms  is 
excluded. 

“  Changes  in  the  coverage  of  the  index  have  affected,  and  possibly  somewhat 
inflated,  these  figures  (see  the  Survey  for  19S9,  Chapter  II,  p.  2). 

^  Estimate  based  on  indications  in  the  quarterly  plan  fulfilment  rejiort. 

First  two  months  only. 


growth  of  industrial  employment  (see  Table  2).  Bulgaria 
and  probably  Albania  (for  which  data  are  not  avail¬ 
able)  are  the  only  exceptions,  the  former  country  still 
showing  an  appreciable  elasticity  of  the  industrial  la¬ 
bour  supply  and,  in  the  first  quarter,  only  a  small  rise 
in  output  per  worker.  In  Poland,  the  numbers  in  in¬ 
dustrial  employment  actually  fell  below  the  level  of 


Table  2 

Industrial  employment  and  output  per  worker, 
first  quarters  1959  and  1960,  and  1960  Plan 

A:  Employment  B:  Output  per  worker 

Percentage  increase  over  same  period  of  previous  year 


Country 

1959 

Year 

1959 

I960 

I960 
Plan  for 
year 

First  quarter 

Bulgaiia . 

.  A 

18 

16 

9 

B 

6 

2 

6 

Czechoslovakia  .  . 

.  A 

31/2 

4 

4 

3 

B 

7 

6 

9 

7 

Eastern  Germany  . 

.  A 

2 

1  “ 

B 

10 

101/2 

Hungary . 

.  A 

6I/2 

21/2 

71/2 

4 

B 

5 

2 

10 

4 

Poland . 

.  A 

n/2 

— 

-1 

1 

B 

7 

8 

12 

7 

Soviet  Union  .  .  . 

.  A 

3 

4 

4 

2 

B 

7 

7 

7 

6 

Sources:  Plans  and  plan  fulfilment  reports. 

“  Derived  from  reported  growth  of  total  output  and  of  labour  productivity. 


the  first  quarter  of  1959,  partly  as  the  result  of  special 
measures  designed  to  raise  industrial  productivity  and 
to  limit  the  growth  of  consumers’  incomes,  instituted 
at  the  end  of  last  year  (see  below).  In  general,  both 
labour  and  other  supplies  to  industry  in  the  area  were 
adequate  in  the  first  quarter,  though  actual  or  im¬ 
pending  scarcities  of  some  raw  and  semi-processed 
materials  and  electric  power  were  reported  in  several 
countries. 

In  most  of  the  countries  for  which  data  are  available, 
the  maintenance  or  acceleration  of  the  1959  rates  of 
expansion  in  the  engineering,  chemicals  and  building 
materials  industries  is  a  feature  of  the  first  quarter’s 
experience  (see  Table  3).  In  the  light  industries,  develop¬ 
ments  have  been  more  varied,  though  with  rates  of 
growth  generally  below  the  average,  except  in  Hungary. 
However,  production  of  consumers’  durable  goods 
seems  everywhere  to  be  a  particularly  dynamic  branch. 

Industrial  Output  in  the  Soviet  Union 

In  the  Soviet  Union,  the  increment  of  industrial 
output  in  the  first  quarter  of  1960  over  that  of  the  same 
quarter  of  the  previous  year  was  registered  at  11  per 
cent  for  the  third  successive  year.  Both  the  rise  of 
employment  and  of  labour  productivity  were  also  un¬ 
changed  from  the  corresponding  1959  rates  (see 
Table  2),  but  the  1960  plan  requires  that  industrial 
output  per  man-hour  must  rise  for  the  year  as  a  whole 
by  10.5  per  cent  over  the  1959  level  (with  a  correspond¬ 
ing  rise  of  10  per  cent  in  the  construction  sector).  This 
will  be  needed  to  achieve  the  planned  5.8  per  cent  rise 
in  industrial  output  per  man-year  (7  per  cent  in 
building)  despite  the  reduction  in  working  hours  to  be 
implemented  in  the  course  of  1960. 

The  first  quarter’s  industrial  output  plan  was  ex¬ 
ceeded  by  4  per  cent  as  against  a  5  per  cent  over¬ 
fulfilment  in  the  first  quarter  of  1959;  and,  as  in  the 
past  two  years,  the  branches  showing  the  highest  rates 
of  increase  over  the  corresponding  1959  level  were 
building  materials  and  engineering  and  metal-working 
(see  Table  3)  Only  two  branches  —  timber,  paper  and 
wood-working,  and  the  food-processing  industries  — 
experienced  defines  in  their  rates  of  growth  as  com¬ 
pared  with  last  year;  and  the  significant  decline  in  food 
processing  can  be  attributed  to  smaller  supplies  of 
some  products  from  the  1959  harvest,  particularly 
sugar-beet  and  sunflower  seed.* 

Within  the  ferrous  and  non-ferrous  metallurgy 
branch,  there  was  a  significant  increase  in  the  produc¬ 
tion  of  rolled  products;  and,  in  addition  to  new 
capacity  commissioned  at  the  end  of  1959,  six  new 
rolling  mills  are  to  be  completed  in  the  course  of  the 
year,  thus  providing  the  base  for  a  considerable 

*  Outputs  of  sugar-beet  and  sunflower  seed  were  19  per  cent 
and  37  per  cent,  respectively,  below  the  1958  level. 


Table  3 


Indicators  of  industrial  activity  by  main  branches  or  products,  first  quarters  1959  and  1960,  and  1960  Plan 


Percentage  increase  over  same  period  of  previous  year 


Country  and  branch  or  product 

1959 

Year 

1959 

I960 

I960 
Plan  for 
year 

Country  and  branch  or  product 

1959 

Year 

1959 

I960 

I960 
Plan  for 
year 

First  quarter 

First  quarter 

Bulgaria  (branches) 

Hungary  (products) 

Fuels . 

17 

15 

13 

10 

Coal . 

5 

2 

6 

5 

Electric  power . 

28 

23 

26 

18.5 

Crude  petroleum . 

25 

14 

37 

12 

Ferrous  metallurgy  .... 

26 

22 

16 

i5 

Electric  power . 

9 

9 

11 

8 

Non-ferrous  metallurgy  .  . 

32.5 

32 

15 

23 

Crude  steel . 

8 

1 

14 

Engineering  and  metal-using 

49 

39 

36 

21 

Rolled  products . 

6 

4 

10 

5 

Chemicals  and  rubber  .  .  . 

35 

26 

32 

34 

Aluminium . 

16 

23 

16 

Building  materials  .... 

33 

41 

27 

35 

Engineering  (branch)  .  .  . 

17 

12 

23 

14 

Timber  processing  .... 

21 

18 

13.5 

10 

Chemicals  (branch)  .... 

19 

13 

21 

7 

Textiles . 

24 

17 

18 

9 

Cement . 

10 

2 

11 

6 

Leather  and  footwear  .  .  . 

23 

13 

8 

Cotton  fabrics . 

4 

-6 

12 

4 

Food  and  processing  .  .  . 

15 

6 

5 

15 

Woollen  fabrics . 

-3 

-12 

22 

11 

Leather  footwear . 

11 

-2 

31 

14 

Czechoslovakia  (products) 

Food  processing  (branch)  . 

8 

-1 

17 

4 

Coal . 

-3 

-1  « 

6“ 

6 

of  which:  Hard  coal  .... 

3 

-5.5 

1  « 

—  2  ® 

15“ 

1  “ 

4 

6.5 

Poland  (branches) 

Electric  power . 

11.5 

12“ 

14.5“ 

11 

Coal  and  electric  power  .  . 

7 

8 

Pig  iron . 

12.5 

10“ 

11  “ 

11 

Heavy  industries  (including 

Crude  steel . 

11 

11 

9.5 

11 

engineering) . 

14.5 

15 

14 

Rolled  products . 

7 

3“ 

15“ 

14 

Chemicals . 

18 

18 

21 

14 

Cement . 

15 

18 

12 

6 

Building  materials  .... 

14 

13 

Cotton  fabrics . 

5 

7 

7 

Textiles  and  clothing  .  .  . 

8 

6 

!  9 

Woollen  fabrics . 

6.5 

4 

4 

Leather  . 

/ 

Leather  footwear . 

14 

9 

18 

10 

Food  processing . 

3 

4 

8 

Domestic  refrigerators  .  . 

30 

24“ 

26“ 

16 

Domestic  washing  machines 

-5 

-2“ 

25“ 

Soviet  Union  (branches) 

Tractors . 

19 

16® 

23® 

15 

Fuels  and  power . 

9 

8 

10 

Ferrous  and  non-ferrous 

Eastern  Germany  (branches) 

metallurgy . 

9 

9 

11 

Coal . 

5 

2 

Engineering  and  metal- 

Mining  and  metallurgy  (in- 

working . 

15 

13 

16 

12 

eluding  coal) . 

10.5 

10 

8 

Chemicals  and  rubber  .  .  . 

10 

11 

11 

10 

Heavy  engineering  .... 

17 

16 

18 

Building  materials  .... 

22 

25 

21 

General  engineering  .  .  . 

17 

15 

13.5 

Timber,  paper  and  wood- 

Electrical  engineering  .  .  . 

21 

16 

21 

working . 

9 

9 

7 

Chemicals . 

10 

9 

9 

Manufactured  consumers' 

Wood,  paper,  cellulose  .  . 

6 

9 

goods  . 

9 

7 

10 

6 

Textiles,  clothing,  leather  . 

11 

1 

8 

7 

Food  processing . 

11 

13 

6 

Sources:  Plans  and  plan  fulfilment  reports;  Vesinik  slalisliki.  No.  4,  1960,  “  First  four  months, 

pp.  79-80;  Rude  Prdvo,  22  June  1960.  b  pirst  five  months. 

Note.  —  For  some  additional  data  on  the  industrial  targets  of  the  1960 
Plans,  see  the  Economic  Survey  of  Europe  in  1959,  Chapter  II,  Tables  3-S,  and 
Chapter  III,  Table  IS. 


further  expansion.  A  vigorous  campaign  is  being  con¬ 
ducted  to  ensure  economy  in  the  use  of  ferrous  as  well 
as  non-ferrous  metals,  as  these,  together  with  building 
materials,  might  easily  become  bottlenecks  in  the  im¬ 
plementation  of  the  huge  investment  programme 
envisaged  by  the  Seven-year  Plan.®  In  May,  a  campaign 
was  also  launched  to  eliminate  bottlenecks  in  cellulose 

®  The  Seven-year  Plan  for  the  years  1959  to  1965  was  reviewed 
in  the  Survey  for  1959,  Chapters  III  and  IV. 


and  paper  supplies  by  expanding  investment  in  this 
sector.® 

As  one  stage  in  the  considerable  shift  in  the  energy 
balance  of  the  Soviet  Union  to  take  place  under  the 
Seven-year  Plan,  the  share  of  oil  and  natural  gas  in 
total  energy  supplies  is  to  rise  to  39  per  cent  in  1960, 


*  The  investment  targets  of  the  Seven-year  Plan  for  this  branch, 
now  revised,  were  subject  to  some  criticism  late  in  1959  (see  the 
Survey  for  1959,  Chapter  IV,  p.  3). 
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against  35  per  cent  in  1959  and  31  per  cent  in  1958.  By 
1965,  production  of  natural  gas  is  to  be  2.8  times,  and 
that  of  crude  petroleum  60-67  per  cent  above,  the  1960 
output,  whereas  coal  production  is  planned  to  be  only 
17  per  cent  higher.  The  percentage  rates  of  increase 
registered  in  the  first  quarter  of  the  current  year  for 
natural  gas,  crude  petroleum  and  coal  were  30, 16  and 
2  respectively,  compared  with  annual  rates  of  26,  1 1 
and  3  per  cent  foreseen  over  the  period  of  the  Seven- 
year  Plan.  New  petroleum  deposits  were  recently 
discovered  in  western  Siberia,  approximately  350  km 
north  of  Tyumen. 

Electric  power  output  was  13  per  cent  above  the 
corresponding  1959  level  in  the  first  quarter  of  1960. 
It  was  announced  that  the  central,  Urals  and  southern 
grids  had  been  merged  into  one  system,  incorporating 
23  grids,  extending  from  the  southern  Ukraine  to  the 
Urals  and  the  Kurgan  region;  and  the  Trans-Cauca¬ 
sian  and  north-western  grids  are  to  be  integrated  into 
this  system  shortly.’  Despite  the  rapid  increase  in 
generating  capacity,  electric  power  supply  still  tends  to 
lag  behind  the  dynamic  growth  of  demand,  linked 
with  the  fast  expansion  of  the  electro-metallurgical, 
electro-chemical  and  a  number  of  other  electricity- 
based  industries;  and  electric  power  is  one  of  the  key 
sectors  which  were  recently  singled  out  for  special 
economy  drives.®  Special  commissions  are  being  set  up 
at  all  enterprises  and  organizations  to  supervise  the 
rational  use  of  electric  energy,  and  steps  have  been 
taken  to  speed  up  the  construction  of  new  hydro-  and 
thermo-power  plants. 

In  the  engineering  and  metal-working  branches,  the 
average  rate  of  growth  of  16  per  cent  recorded  for  the 
first  quarter  was  the  resultant  of  highly  differentiated 
rates  for  different  products.  Very  steep  increases 
occurred,  for  instance,  in  the  production  of  chemical 
equipment  (62  percent)  and  of  main-line  diesel  locomo¬ 
tives  (43  percent);  on  the  other  hand,  output  of  metal¬ 
cutting  machine  tools,  electric  locomotives  and  agricul¬ 
tural  implements  showed  little  change,  whilst  that  of 
railway  wagons  continued  to  fall  (by  6  per  cent). 
However,  the  results  achieved  in  transport  and 
agricultural  engineering  are  fairly  satisfactory  when 
the  important  changes  in  production  lines  introduced 
in  the  course  of  1958  and  1959  are  taken  into  account. 

The  11  per  cent  increase  in  chemicals  production 
over  the  first  quarter  1959  level,  and  the  target  for  the 
year,  are  no  —  or  little  —  higher  than  the  industrial 
average,  and  do  not  yet  reflect  the  considerable  invest¬ 
ment  recently  made,  and  continuing,  in  the  industry. 

’  On  the  plans  for  grid  unification  under  the  Seven-year  Plan, 
see  ibid.,  p.  7. 

*  Pravda,  26  November  1959.  It  was  reported  that  power  sta¬ 
tions  were  using  up  to  13  per  cent  of  their  output  for  their  own 
needs,  and  that  the  losses  resulting  from  inefficient  transmission, 
bad  street-lighting  methods  and  other  wasteful  uses  amounted  to 
about  4  per  cent  of  the  total  output. 


Investment  in  the  chemicals  industry  is  to  rise  by  30  per 
cent  this  year  over  the  1959  level,  which  was  already  63 
per  cent  higher  than  in  1958.  The  value  of  construction 
work  this  year  should  reach  6.2  billion  roubles;  and  of 
the  total  of  271  priority  projects  listed  for  all  industry, 
the  chemicals  industry  accounts  for  50.  Among  the 
projects  to  be  completed  in  1960  are  four  synthetic 
rubber  plants,  five  artificial  and  synthetic  fibre  factories 
and  two  tyre  factories. 

Building  materials  continue  to  register  the  highest 
growth  rate  for  any  industrial  branch  in  the  Soviet 
Union,  although  the  pace  is  slackening  somewhat  (an 
increase  of  21  per  cent  in  the  first  quarter  of  1960  com¬ 
pares  with  rises  of  25  per  cent  and  27  per  cent  in  the 
corresponding  quarters  of  1959  and  1958).  Within  this 
branch,  an  increasingly  important  share  is  being  taken 
by  prefabricated  components,  which  showed  a  rise  of 
27  per  cent  this  quarter.  Despite  the  significant 
achievements  in  the  field  of  building  materials,  the 
Chairman  of  the  Council  of  Ministers  found  it  neces¬ 
sary  to  make  a  special  appeal  for  increased  production 
of  cement  and  other  materials  at  the  recently  concluded 
session  of  the  Supreme  Soviet  of  the  USSR.®  It  was 
later  announced  that  the  investment  plan  of  the 
cement  industry  for  the  first  four  months  of  the  year 
had  been  under-fulfilled  by  17  per  cent,  and  that  for 
construction  alone  by  12  per  cent.^® 

The  now  usual  rapid  rise  of  production  of  con¬ 
sumers’  durable  goods  continued  in  the  first  quarter 
of  1960,  with  percentage  increases  over  the  correspond¬ 
ing  1959  level  of  35  for  television  sets,  22  for  furniture, 
17  for  domestic  refrigerators,  and  16  for  motor-cycles 
and  motor-scooters;  and  further  steep  increases  are 
envisaged  for  the  remainder  of  the  current  year  and 
thereafter,  particularly  as  a  result  of  an  increment  of 
some  25-30  billion  roubles  supplementary  investment 
authorized  by  the  Supreme  Soviet  in  May.”  However, 
production  of  watches  and  radio  sets  declined  slightly 
below  the  level  of  the  first  quarter  of  1959,  a  fall  which 
seems  to  be  due  to  a  combination  of  demand  factors 
and  slow  adjustment  to  changed  demand  patterns  by 
producing  and  trading  enterprises.  Among  the  non¬ 
durable  goods,  a  rise  of  10  per  cent  was  shown  for  all 
textiles  except  silk  fabrics,  of  which  the  first  quarter’s 
production  was  5  per  cent  lower  than  in  the  cor¬ 
responding  quarter  of  1959,  apparently  because  of 
shortfalls  in  supplies  of  artificial  and  synthetic  fibres.’- 

*  Pravda,  8  May  1960. 

^opravda,  25  May  1960. 

**  See  Pravda,  2  June  1960,  for  a  description  of  the  revised 
targets. 

**  Annual  rates  of  growth  planned  under  the  Seven-Year  Plan 
for  cotton,  woollen  and  silk  fabrics  were  set  at  4.5,  7  and  8  per 
cent  as  against  annual  rates  of  3,  8  and  25  per  cent  achieved  over 
the  years  1951  to  1958.  In  the  first  quarter  of  1960,  no  fibres 
were  included  among  the  products  of  the  chemicals  industry  for 
which  plans  had  been  over-fulfilled. 
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Industrial  Output  in  Eastern  Europe 

Except  in  Rumania,  the  annual  rates  of  growth 
planned  for  industrial  output  in  the  countries  of 
eastern  Europe  in  the  current  year  are  lower  than  those 
achieved  in  1959;  but  performances  during  the  first 
quarter,  for  which  all  reported  increases  are  greater 
than  in  the  corresponding  quarter  of  last  year,  suggest 
that  the  targets  for  the  year  may  be  exceeded  in 
several  countries  (see  Table  1).  Information  on  de¬ 
velopments  in  the  individual  branches  of  industry  in 
the  different  countries  is  scanty  and  heterogeneous,  but 
at  least  sufficient  to  show  the  broad  pattern  of  in¬ 
dustrial  progress  in  the  area  —  with  expansion  gener¬ 
ally,  though  not  invariably,  most  rapid  in  the  producer- 
goods  branches.  The  range  of  rates  of  industrial 
growth  —  both  actual  and  planned  for  the  year  —  has 
narrowed  somewhat  since  1959,  though  the  three 
economically  less  developed  countries,  Albania,  Bul¬ 
garia  and  Rumania,  still  exhibit  slightly  higher  than 
average  rates;  but  patterns  of  growth  differ  from 
country  to  country,  the  rates  even  for  key  sectors  — 
such  as  electric  power,  ferrous  and  non-ferrous  metal¬ 
lurgy,  engineering,  building  materials  and  chemicals  — 
varying  considerably.  The  differences  reflect  mainly 
variations  in  industrial  structures  and  endowments  of 
raw  materials  and  fuels ;  but  the  efforts  of  the  Council 
for  Mutual  Economic  Assistance,  aimed  at  integrating 
the  plans  of  the  individual  countries  and  effecting  a 
more  rational  “  international  division  of  labour  ” 
among  them,  may  now  be  exerting  some  noticeable 
influence. 

Except  for  non-ferrous  metallurgy,  where  the  plan 
was  under-fulfilled  by  3  per  cent,  the  branches  which 
registered  the  most  important  increases  in  output  in 
Bulgaria  were  the  same  as  last  year  (although  not 
ranking  in  exactly  the  same  order),*®  engineering  and 
metal-using,  chemicals  and  rubber,  building  materials 
and  electricity,  all  with  increases  exceeding  25  per  cent 
(see  Table  3).  In  contrast,  production  of  crude  steel 
rose  by  only  2  per  cent,  and  of  rolled  products  by  15 
per  cent;  and  it  seems  that  there  is  now  little  pos¬ 
sibility  of  further  expanding  steel  output  without  com¬ 
missioning  new  capacities.  A  new  steel  plant,  of  a 
capacity  of  over  1  million  tons,  is  to  be  started  next 
year,  its  completion  being  scheduled  for  1965  or  1966; 
but  Bulgaria  is  likely  to  remain  dependent  for  some 
time  on  increasing  imports  of  raw  and  semi-processed 
materials  for  its  engineering  and  metal-using  industries. 
Meanwhile,  as  in  several  other  countries  of  the  area,  an 
active  campaign  is  being  waged  to  rationalize  the  use 
of  metals  and  to  eliminate  waste. **•  The  heavy  capital 


“  The  increase  of  industrial  output  reported  in  1959  can  be 
regarded  as  only  approximate  indications,  due  to  changing 
coverage  of  the  official  index  numbers  (see  the  Survey  for  1959, 
Chapter  II,  p.  2). 

Zemedelsko  Zname,  20  March  1960.  It  was  also  suggested 


investment  programme,  the  introduction  of  several 
new  lines  of  production,  the  planned  sharp  increases 
in  production  of  consumers’  durable  goods  and  in 
exports  of  machinery,  all  expose  the  metal-using  sector 
to  particularly  pressing  demands.  Among  consumers’ 
durable  goods,  refrigerators  registered  an  increase  of 
28  per  cent  in  output  in  the  first  quarter  over  the  cor¬ 
responding  1959  level,  bicycles  71  per  cent  and  motor¬ 
cycles  51  per  cent. 

Serious  efforts  are  being  made  to  prevent  a  repeti¬ 
tion  of  last  year’s  shortage  of  building  materials  in 
Bulgaria.*®  Exports  of  cement  were  stopped  in  the 
second  half  of  1959,  in  the  interest  of  the  domestic 
market;  and  the  first  quarter’s  production  plan  for 
building  materials  was  over-fulfilled  by  7  per  cent. 
However,  supplies  are  likely  to  remain  tight  during  the 
current  year,  in  relation  to  the  exp>ected  heavy  demands 
of  industrial  investment  and  housebuilding.  In  the 
chemicals  branch,  special  attention  is  given  to  fertil¬ 
izers,  in  line  with  the  plans  for  a  rapid  expansion  in 
agricultural  output;  and  output  of  phosphate  and 
nitrogenous  fertilizers  in  the  first  three  months  of  1960 
was  40  per  cent  and  67  per  cent  respectively  above  the 
comparable  1959  level.*®  Production  of  plastics  and 
artificial  fibres  is  also  being  stepped  up. 

In  Czechoslovakia,  the  highest  increases  in  output 
in  the  first  quarter  were  registered,  as  planned,  in  the 
engineering,  building  materials,  fuel  and  power, 
chemicals  and  metallurgical  industries  (the  producer- 
goods  branches),  but  precise  data  are  as  yet  available 
only  for  individual  products  (see  Table  3).*^  Coal 
production  apparently  exceeded  the  quarterly  target, 
pig  iron  and  steel  seem  to  have  reached  the  goals  set, 
and  good  results  were  reported  in  the  metallurgical 
industries  generally.  There  are  still  repeated  complaints 
of  incorrect  product-mix  and  irregular  production  in 
the  engineering,  metallurgical  and  chemicals  branches; 
but  these  faults  do  not  appear  to  be  seriously  hamper¬ 
ing  the  overall  expansion.  Within  the  building 
materials  branches,  brick  production  was  about  3.5 
per  cent  below  plan,  and  continues  to  remain  a 
bottleneck.  Like  other  countries  of  the  area,  Czecho¬ 
slovakia  is  to  produce  increased  quantities  of  con¬ 
sumers’  durable  goods  in  the  course  of  the  year  (25 
per  cent  more  television  sets  than  in  1959,  16  per  cent 


that  considerable  quantities  of  metal  might  be  saved  by  sub¬ 
stituting  other  materials  for  metal  components  in  construction. 

**  See  the  Survey  for  1959,  Chapter  II,  p.  21. 

'*  Supplies  of  machinery  and  equipment  to  agriculture  also 
rose  considerably  —  for  instance,  65  per  cent  more  tractors  were 
added  to  the  tractor  park  in  the  first  quarter  of  this  year  than 
during  the  corresponding  quarter  of  1959. 

The  1960  plan  provides  for  the  following  percentage  increases 
over  the  1959  levels  of  output  in  the  main  branches  of  industry; 
metallurgy  14.6,  engineering  13.8,  building  materials  13.3,  power 
production  13,  chemicals  12.2,  non-food  consumers’  goods  5.7, 
food  processing  5.3. 


more  household  refrigerators,  and  11  per  cent  more 
motor-cars),  but  the  planned  increases  are  less  spec¬ 
tacular  than  in  some  other  countries  —  such  as 
Bulgaria  and  Rumania  —  since  the  volume  of  produc¬ 
tion  in  the  former  country  is  already  much  greater,  and 
the  Czechoslovak  population  already  holds  stocks  of 
such  goods  which  are  large  relatively  to  those  in  other 
countries  of  the  area. 

In  eastern  Germany,  the  high  rates  of  growth 
registered  by  the  engineering  branches  in  the  first 
quarter  are  striking,  particularly  the  continuation  of 
the  21  per  cent  annual  rate  of  growth  of  output  in 
electrical  engineering.  These  results  cannot  be  exam¬ 
ined  in  the  light  of  annual  targets,  as  the  1960  plan  has 
not  been  published;  and  the  quarterly  plan  fulfilment 
report  provides  no  fulfilment  rates,  merely  listing  a 
number  of  products  for  which  the  quarterly  plan  was 
over-fulfilled  (among  others,  coal,  pig  iron,  crude  steel, 
calcium  carbide,  nitrogenous  fertilizers,  polyvinyl 
chloride,  diesel  oil,  Dederon  (nylon)  fibre  and  fabrics, 
motor-cars,  lorries,  power-assisted  bicycles,  wheeled 
tractors  and  paper)  and  a  number  of  others  for  which 
the  plan  was  not  fulfilled  (sulphuric  acid,  calcined  soda, 
phosphate  fertilizers,  pinion  bearings,  domestic  re¬ 
frigerators,  automatic  temperature  and  pressure 
gauges,  certain  woollen  fabrics,  and  cellulose).  From 
a  statement  made  at  a  recent  conference  on  the  electric 
power  industry,  it  appears  that  this  industry  also  failed 
by  some  4  per  cent  to  achieve  its  quarterly  goal.^* 
Eastern  Germany  has  been  making  an  impressive 
effort  in  the  field  of  consumers’  durable  goods,  as 
witnessed  by  the  following  percentage  increases  of 
output  registered  during  the  first  quarter  of  the  cur¬ 
rent  year  as  compared  with  the  corresponding  period 
of  1959:  motor-cars  59,  scooters  41,  domestic  re¬ 
frigerators  61,  gas  stoves  74,  and  television  sets  61. 
The  1960  plan  provides  for  the  population  to  be  sup¬ 
plied  with  146,500  washing  machines,  373,700  vacuum 
cleaners,  149,600  refrigerators  and  446,683  television 
sets,  and  exports  of  such  goods  are  also  to  be  in¬ 
creased. 

In  view  of  the  spectacular  targets  set  for  agriculture 
at  the  eighth  session  of  the  Central  Committee  of  the 
east  German  Socialist  Unity  Party  (SED),  the  other 
sectors  of  the  economy,  and  industry  in  particular,  have 
been  called  upon  to  make  additional  efforts  to  supply 
the  needs  of  agriculture.  Thus,  first  priority  is  to  be 
given  to  the  building  requirements  resulting  from  the 
accelerated  collectivization,  which  may  entail  post¬ 
ponement  of  some  industrial  projects,  and  a  number  of 
enterprises  are  reportedly  being  converted  to  the  pro- 

**  Neues  Deutschland,  9  April  1960. 

Statement  of  the  Minister  for  Trade  and  Procurement 
(Neues  Deutschland,  30  December  1959).  Such  data  as  are 
available  on  current  rates  of  per  capita  output,  and  on  per 
capita  stocks  of  such  goods,  were  given  in  the  Survey  for  1959, 
Chapter  Ill,  Table  30. 


duction  of  agricultural  machinery.  It  has  been  esti¬ 
mated  that  the  stepped-up  farm  mechanization  drive 
will  require  by  the  end  of  1961  additional  machinery 
and  equipment  to  a  value  of  DM  367  million  (equiva¬ 
lent  to  55  per  cent  of  the  planned  value  of  output  of 
agricultural  machinery  in  1961).®“ 

In  Hungary,  the  production  plan  for  the  first  quarter 
was  over-fulfilled  by  3  per  cent,  with  less  marked  dif¬ 
ferences  among  rates  of  growth  in  the  major  sectors 
than  seem  to  have  occurred  in  other  countries : 


Percentage  increases  in  grass  output, 
1st  quarter  1959  to  1st  quarter  1960 


Planned 

Actual 

All  industry  ... 

.  .  i4y2 

18 

Heavy  industry  .  . 

.  .  14 ’/a 

18 

Light  industry  .  . 

.  .  16y2“ 

20 

Food  processing  . 

.  .  i2y2“ 

17 

“  Estimated  from  separate  indicators  for  cen¬ 
trally  controlled  and  local  industry. 


As  planned,  the  increases  within  heavy  industry  were 
greatest  in  engineering  (23  per  cent)  and  chemicals 
(21  per  cent);  and  within  light  industry,  practically 
all  important  lines  of  production  expanded  signifi¬ 
cantly  over  the  rather  low  level  of  the  same  months 
of  1959. 

The  “  labour  competition  ”  drive  is  reported  to  have 
been  an  important  factor  in  the  over-fulfilment  of 
plans;  and  the  drive  for  faster  expansion  has  involved 
some  increase  in  overtime  working,  especially  in 
“  bottleneck  ”  sectors  such  as  mining  and  paper¬ 
making,  where  the  legal  maximum  of  8-12  hours  a 
month  is  now  being  worked.  Some  groups  of  skilled 
workers  in  other  branches  are  reported  to  be  working 
more  than  the  legal  overtime.®'  A  tendency  to  increase 
labour  input  and  economize  on  materials  was  also 
stimulated  by  last  year’s  reforms  of  ex-factory  prices 
and  of  rules  governing  profit  participation,  which  both 
increased  profit  margins  and  linked  the  shares  of 
management  and  workers  in  such  profits  more  closely 
to  economies  in  material  inputs.  This  seems  to  have 
contributed  also  to  some  deterioration  in  the  quality 
of  output.®® 

Heavy  industry  in  Hungary  over-fulfilled  both  its 
output  and  productivity  plans  by  5  per  cent  and  its 

Neues  Deutschland,  5  April  1960.  Among  these  additional 
requirements:  2,300  forage  harvesters;  2,100  combine  harvesters; 
600  potato  harvesters;  700  beet  harvesters;  and  7,000  wheeled 
tractors  of  30-45  h.p. 

Figyelo,  12  April  1960. 

According  to  an  official  of  the  National  Price  Board, 
“  Experience  has  again  shown  that  inappropriate  substitution  or 
saving  of  raw  materials  results  in  a  worsening  of  quality  and  of 
the  real  value  of  products  at  a  given  price  to  the  user.”  The 
author  quotes  instances  where  such  savings  or  substitution  had 
recently  contributed  to  excess  profits  of  enterprises  in  a  number 
of  consumer-goods  industries  (Figyelo,  29  March  1960). 
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export  plan  by  11.5  per  cent;  and  output  was  actually 
slightly  higher  than  in  the  last  quarter  of  1959.  The 
metallurgical  industry,  which  registered  an  increase  in 
output  of  about  14  per  cent  and  a  productivity  rise  of 
9  per  cent  as  compared  with  the  first  quarter  of  1959, 
exceeded  its  quarterly  target  by  1  per  cent.  Plans  for 
pig  iron,  crude  steel,  rolled  and  foundry  products  were 
over-fulfilled  and  the  metallurgical  industry  accom¬ 
plished  the  proportionate  share  of  its  pledge  to  produce 
about  33,000  tons  more  of  rolled  products  in  1960 
than  provided  in  the  plan.  In  the  engineering  industry, 
which  fulfilled  its  overall  production  plan  and 
recorded  an  increase  in  productivity  of  1 1  per  cent, 
there  was,  however,  under-fulfilment  in  some  important 
lines  of  production  such  as  diesel  engines,  locomotives 
and  some  types  of  telecommunication  equipment.  In 
the  mining  sector,  coal  mines  produced  nearly  180,000 
tons  more  than  planned,  thus  providing  75  per  cent  of 
the  over-plan  production  promised  for  the  year. 
Electric  power  generation  was  1.5  per  cent  above  the 
planned  level.  The  chemicals  industry,  which  exceeded 
its  quarterly  target  by  close  to  5  per  cent,  has  already 
surpassed  its  annual  goals  for  over-plan  output  in  a 
number  of  branches,  including  the  organic  chemicals 
and  the  rubber  industries. 

Hungarian  light  industry  over-fulfilled  its  plan  for 
the  first  quarter  by  3  per  cent,  and  reported  a  10  per 
cent  rise  in  labour  productivity  over  the  corresponding 
1959  level.  The  leather  footwear,  paper,  furniture  and 
printing  industries  were  among  those  where  over¬ 
fulfilment  exceeded  the  average;  and  increases  in  out¬ 
put  of  “  traditional  ”  consumers’  goods  —  textiles, 
footwear,  food  products  —  were  generally  greater 
than  in  other  countries  for  which  data  exist,  though 
reflecting  particularly  low  production  in  the  same 
months  of  1959  (see  Table  3). 

The  1 1  per  cent  rise  in  Polish  industrial  output  in  the 
first  quarter  above  the  corresponding  1959  level  — 
representing  a  3  per  cent  excess  over  the  plan  for  the 
quarter  —  was  due  entirely  to  substantially  higher 
labour  productivity,  since  industrial  employment  was 
1  per  cent  lower.  The  rise  in  output  per  worker  has 
been  partly  due  to  a  tightening  of  work  norms  and 
strict  control  of  wage  bills,  accompanied  by  pressure 
on  directors  of  enterprises  to  eliminate  redundant 
labour. 

Production  results  in  Poland  were  particularly  good 
in  the  chemicals  industry  (see  Table  3),  where  output 
of  pharmaceuticals  rose  by  30  per  cent,  products  of 
chemical  synthesis  by  23  per  cent,  rubber  products  by 
20  per  cent  and  non-organic  products  by  16  per  cent.®® 
Although  the  heavy  industries  as  a  group  produced  14 

Despite  this  expansion,  the  Minister  for  the  Chemicals 
Industry  recently  stated  that  this  industry  is  developing  too 
slowly  in  relation  to  the  rapidly  growing  demand  for  chemicals 
(Zycie  Warszawy,  12  April  1960). 


per  cent  more  than  in  the  first  three  months  of  1959, 
thus  roughly  fulfilling  their  quarterly  plan,®*  the 
machine-building  branch  is  apparently  encountering 
some  difficulties  in  fulfilling  its  ambitious  tasks.  Its 
output  in  1960  is  scheduled  to  rise  14.5  per  cent  above 
the  1959  level,  despite  a  planned  decrease  in  manpower, 
implying  a  more  than  15  per  cent  rise  in  labour  pro¬ 
ductivity;  numerous  new  production  lines  are  to  be 
introduced  or  prepared  in  the  course  of  the  year;  and 
about  70  important  new  machines  are  to  reach  the 
mass  production  stage,  whilst  preparations  have  to  be 
completed  for  the  production  of  more  than  100  other 
new  types.  Production  targets  for  railway  rolling-stock, 
precision  machinery,  various  types  of  building  and 
construction  equipment  and  most  consumers’  durable 
goods  were  reached  or  slightly  exceeded  in  the  first 
quarter;  but  output  of  some  other  products,  including 
motor  vehicles  and  heavy  machinery,  fell  short. 

Output  of  building  materials  in  Poland  also  rose 
fairly  satisfactorily  in  the  first  quarter,  and  hard  coal 
output  exceeded  the  quarterly  target  by  slightly  over 
3.5  per  cent;  but  electric  power  production  continues 
to  lag  behind  the  growth  of  demand,  and  a  special 
governmental  commission  was  appointed  at  the  begin¬ 
ning  of  the  year  to  analyse  the  demand  for  electric 
power  and  to  adjust  it  to  available  supplies.®®  Generat¬ 
ing  capacity  is  scheduled  to  increase  by  about  17  per 
cent  in  the  course  of  1960,  but  it  has  been  officially 
estimated  that  the  demand  for  electricity  will  rise  by 
21  per  cent  above  the  1959  level.  Some  shortages  of 
basic  raw  materials  and  semi-finished  products  have 
also  developed,  particularly  in  the  metallurgical  and 
engineering  branches,  and  caused  some  de-stocking, 
since  the  balance  of  payments  continues  to  limit  import 
possibilities.  The  relatively  large  increase  in  food 
processing  (8  per  cent  above  the  first  quarter  of  1959) 
is,  at  first  sight,  surprising  in  view  of  the  slight  drop  in 
agricultural  output  reported  last  year  and  the  fall  in 
meat  deliveries  noted  in  section  2  below;  but  it  prob¬ 
ably  reflects  mainly  increased  state  purchases  of  milk 
and  the  fact  that  the  sugar  content  of  the  beet  harvest 
was  not  reduced  to  nearly  the  same  extent  as  the  30 
per  cent  fall  in  the  gross  weight  of  the  crop,  which  was 
mainly  responsible  for  the  slight  decline  in  total  plant 
production  in  1959. 

In  Rumania,  the  1960  plan  envisages  an  accelerated 
growth  of  gross  industrial  output  to  about  14  per  cent 
above  the  1959  level.  The  branches  for  which  a  higher- 
than-average  rate  of  growth  is  planned  include  fer¬ 
rous  metals,  28  per  cent;  chemicals,  22  per  cent;  elec¬ 
tric  power,  20  per  cent;  engineering,  17  per  cent;  and 
food  processing,  16  per  cent.  The  plan  puts  particular 

-*  According  to  Polish  nomenclature,  heavy  industries  com¬ 
prise  the  metal  mining,  smelting  and  engineering  industries. 

Try  buna  Ludu,  4  February  1960. 
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emphasis  on  the  more  efficient  utilization  of  existing 
capacities  in  ferrous  metallurgy;  and  about  70  per  cent 
of  the  total  increase  planned  for  pig-iron,  more  than 
half  for  crude  steel  and  over  one-quarter  for  rolled 
products,  are  to  stem  from  this  source.  Increased  atten¬ 
tion  is  also  being  given  to  the  intensification,  and  some 
reorientation,  of  geological  research  work,  the  volume 
of  which  is  to  increase  by  18  per  cent  this  year.  Special 
measures  were  announced  at  the  beginning  of  March, 
aimed  at  “  discovering  and  bringing  into  production 
useful  mineral  reserves  required  by  the  continuously 
developing  socialist  industry”;  and  special  efforts 

••  Scinteia,  1  March  1960. 


are  to  be  made  to  discover  new,  exploitable  reserves 
of  iron  ore,  methane  gas,  crude  oil  and  a  num¬ 
ber  of  other  important  materials,  prospecting  for 
new  iron  ore  deposits  being  given  top  priority.*’ 
Moreover,  to  improve  domestic  supplies  of  raw 
materials  for  the  rapidly  expanding  metallurgical  in¬ 
dustry,  a  large-scale  campaign  for  the  collection  of 
scrap  iron,  started  last  autumn,  is  now  being  intensified. 

No  detailed  information  on  Rumanian  industrial 
output  in  the  first  quarter  of  the  year  is  yet  available, 
but  the  global  production  plan  is  reported  to  have 
been  over-fulfilled  by  4  per  cent. 


Lupta  de  clasd.  No.  3,  1960,  p.  20. 


2.  Current  Developments  in  Eastern  European  and  Soviet  Agriculture 


Institutional  Changes  in  Eastern  Europe 

The  intense  collectivization  drive  in  eastern  Germany 
has  been  the  most  striking  institutional  development  in 
eastern  European  agriculture  in  the  early  months  of 
this  year.  At  the  beginning  of  the  year,  nearly  half  of  the 
agricultural  land  in  eastern  Germany  was  still  in  private 
hands:  by  the  end  of  February,  the  socialized  sector 
represented  less  than  60  per  cent  of  the  agricultural 
area;  but  after  less  than  two  months  of  an  acceleration 
of  collectivization  unprecedented  even  in  the  Soviet 
Union,  it  was  officially  announced  that  by  15  April  the 
last  district  had  completed  the  absorption  of  its  farmers 
into  agricultural  co-operatives.  Little  information  is 
yet  available  either  on  the  extent  to  which  conviction  of 
the  advantages  of  co-operation  —  rather  than  adminis¬ 
trative  pressure  —  has  been  the  effective  force  attract¬ 
ing  into  co-operatives,  in  less  than  four  months, 
250,000  peasant  households  with  a  high  average  of  10 
hectares  of  agricultural  land  per  household,*®  or  on  the 
extent  to  which  collectivization  has  yet  gone  beyond 
the  formal  registration  of  membership  in  co-operatives. 
It  seems  that,  as  in  the  past,  farmers  with  medium-size 
holdings  have  agreed  to  enter  the  looser  form  of 
Type  I  co-operative  (where  only  the  land  is  pooled), 
but  are  reluctant  to  pass  over  immediately  to  the  ad¬ 
vanced  Type  III  co-operatives  (similar  to  the  Soviet 
collective  farms);  and  Mr.  Ulbricht,  First  Secretary  of 
the  SED  and  Vice-Chairman  of  the  Council  of  Min¬ 
isters,  lias  assured  the  peasants  that  there  will  be  no 
pressure  on  them  to  accelerate  the  transition  from  the 
loose  to  the  collective-farm  type.*®  However,  without  a 
massive  transformation  of  the  looser  co-operatives 

*•  Neues  Deutschland,  26  April  I960.  Mr.  Ulbricht  has  criti¬ 
cized  the  ‘over-zealous  officials’  who  thought  that  collectiviza¬ 
tion  could  be  advanced  ‘  by  purely  administrative  measures  ’  and 
stressed  that  success  could  only  be  achieved  ‘  by  dint  of  patient 
persuasion,  exchange  of  experience  and  democratic  consultation 
and  decision-making 

*•  Ibid. 


into  the  more  advanced  type,  it  will  hardly  be  possible 
to  bring  their  average  size  to  the  1,500-2,500  hectares 
‘  optimum  ’  recommended  recently  by  the  SED 
Central  Committee. 

In  Czechoslovakia,  the  average  size  of  co-operative 
farm  has  been  steadily,  but  only  slowly,  increasing  in 
recent  years.*®  Since  the  beginning  of  1960,  however, 
the  amalgamation  drive  has  been  considerably  in¬ 
tensified  and  during  the  first  quarter  about  2,100  co¬ 
operative  farms  have  been  merged  into  under  900  new 
ones,  bringing  the  average  size  of  farm  from  381 
hectares  at  the  end  of  1959  to  430  hectares,  compared 
with  the  officially  approved  minimum  size  of  500 
hectares.  The  concentration  of  smaller  farms  into 
large  units  is  intended,  inter  alia,  to  solve  the  financial 
problems  of  the  weaker  farms  —  through  their  absorp¬ 
tion  by  riclier  ones  —  and  thereby  facilitate  the  pur¬ 
chase  of  the  machinery'  of  the  machine  and  tractor 
stations  (MTS).  At  present  the  co-operative  farms 
own  more  than  half  of  the  country’s  tractor  stock,  and 
by  harvest  time  this  year  they  should  have  completed 
the  purchase  of  the  remaining  agricultural  machinery 
still  belonging  to  the  MTS.®’ 

In  Hungary,  the  continuation  of  the  collectivization 
drive  during  the  first  months  of  this  year  had  brought 
the  share  of  the  socialist  sector  from  55  per  cent  at  the 
beginning  of  January  to  71  per  cent  at  the  beginning  of 
March.  No  further  expansion  of  the  collectivized  area 
was  reported  during  the  month;  and  it  seems  that  the 
drive  may  have  been  temporarily  halted  in  order  to 
consolidate  the  results  so  far  achieved.  It  had  been 
reported  that  some  of  the  new  co-operative  farms  at 
present  exist  only  in  form,  while  their  members  con¬ 
tinue  in  fact  to  farm  individually.  Moreover,  anxiety  is 


See  the  Economic  Bulletin  for  Europe,  Vol.  II,  No.  3,  p.  42. 
Which,  however,  will  continue  to  keep  some  special  heavy 
machinery  (such  as  machines  used  for  melioration  works,  or 
road  building)  which  cannot  be  fully  utilized  by  a  single  farm. 
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expressed  about  the  increased  drift  of  young  people 
from  the  land  and  reluctance  on  the  part  of  the  new 
co-op)erative-farm  families  to  work  as  much  as  they 
did  on  their  private  farms.®* 

In  Rumania,  77  per  cent  of  the  arable  land  belonged 
to  the  socialist  sector  at  the  beginning  of  March, 
against  74  per  cent  at  the  end  of  1959.  In  Albania,  the 
collectivized  area  remained  at  the  share  of  84  per  cent 
reached  at  the  end  of  1959,  but  intensive  efforts  were 
undertaken  by  the  Government  and  the  Workers’ 
Party  to  consolidate  existing  farms. 

The  number  of  ‘  agricultural  circles  ’  in  Poland  has 
continued  to  increase,  and  their  activities  to  expand. 
During  the  first  three  months  of  1960,  they  ordered 
agricultural  machinery  to  the  value  of  about  1,500 
million  zlotys  —  a  figure  probably  not  very  different 
from  the  value  of  total  investment  in  agricultural 
machinery  in  1959.  During  the  first  four  months  of  the 
year,  240  new  co-operative  farms  —  almost  as  many 
as  during  the  whole  of  1959  —  were  set  up,  about  half 
of  them  in  western  Poland. 

CMEA  Activities 

Following  the  discussion  of  agricultural  probl.^ms  by 
delegates  of  Communist  and  Workers’  Parties  at  tae 
meeting  held  in  Moscow  in  February  I960,®®  the 
recent  ordinary  meeting  in  Sofia  (from  12  to  16  May) 
of  the  permanent  commission  on  agriculture  of  the 
Council  for  Mutual  Economic  Assistance  —  at  which 
experts  from  the  engineering  and  chemicals  industries 
were  also  present  —  has  reported  agreement  on  con¬ 
crete  steps  to  be  taken  to  implement  the  recommenda¬ 
tions  put  forward  at  the  Moscow  meeting.  The  latter 
recommendations  concerned  not  only  product  speci¬ 
alization,  but  also  plans  for  production  of  the  related 
inputs  of  agricultural  machinery,  fertilizers,  etc.  No 
details  cf  the  decisions  taken  in  Sofia  have  been  dis¬ 
closed,  but  the  particular  importance  attached  to  an 
expansion  of  the  output  of  chemical  inputs  for  agricul¬ 
ture  (fertilizers,  pesticides,  weed  killers,  etc.)  was 
demonstrated  by  the  8th  meeting  of  the  CMEA  per¬ 
manent  commission  on  chemicals  (Berlin,  11-16  May 
1960),  where  the  possibility  was  examined  of  sup¬ 
plementing  existing  production  plans  in  this  field.®* 
The  Sofia  discussion  concerned  also  proposals  for 
ensuring  a  substantial  improvement  in  the  quality  of 
output  of  the  main  agricultural  products.®® 


**  See  £let  is  irodalom,  19  February  1960;  Nepszabadsdg, 
24  February,  12  March  and  24  May  1960;  and  Szabad  Fold, 
24  April  1960. 

”  See  the  Survey  for  1959,  Chapter  III,  pp.  42-43. 

“  For  the  initial  1965  targets  for  chemical  fertilizer  output  in 
eastern  Europe  and  the  Soviet  Union  see  ibid.,  pp.  34  and  37. 

**  See  the  communique  of  the  Sofia  meeting,  Scfnteia,  18  May 
1960. 


Table  4 

Global  output  of  agriculture  in  eastern  Europe, 
1959  and  1960  Plan 


Percentage  increases  over  previous  year 


1959 

Actual 

1960 

Plan 

Albania 

Total . 

25 

33 

Bulgaria 

Total . 

14* 

32 

Czechoslovakia 

Total . 

-1.4 

13.1 

of  which:  Plant  production  .... 

-4.5 

18.1 

Animal  production  .  .  . 

2.4 

7.1 

Hungary 

Total . 

4.5 

4.9 

of  which:  Plant  production  .... 

3.3 

Animal  production  .  .  . 

7.2 

Poland 

Total . 

-1.3 

3.8 

of  which:  Plant  production  .... 

-1.7 

5.0 

Animal  production  .  .  . 

-0.8 

2.0 

Rumania 

Total . 

22 

13 

of  which:  Plant  production  .... 

32* 

9 

Animal  production  .  .  . 

7  * 

20 

Sources:  Plans  and  plan  fulfilnient  reports;  statistical  yearbooks;  Rude 
Provo,  29  January  1960;  Probleme  economice.  No.  12,  1959,  p.  10;  Sclnteia, 
19  May  1960;  direct  communication  from  the  Albanian  Government. 


Eastern  European  Output  Plans  for  1960  and  Marketing 

of  Animal  Products  during  the  First  Quarter 

As  can  be  seen  from  the  figures  in  Table  4,  plans  for 
global  output  of  agriculture®*  in  1960  have  been  set 
highest  in  those  countries  —  Albania,  Bulgaria  and 
Rumania  —  where  the  increases  were  greatest,  especi¬ 
ally  in  the  plant  sector,  in  1959.  Whereas  last  year’s 
excellent  feed  crops  in  these  countries  will  provide  a 
strong  basis  for  larger  increments  in  animal  production 
this  year,  the  planned  expansions  of  crop  output  over 
the  high  1959  levels  would  require  very  favourable 
weather  conditions  for  a  second  consecutive  year. 

In  fact,  spring  sowings  in  these  countries  seem 
generally  to  have  been  somewhat  delayed,  and  in 
Albania  only  16  per  cent  of  the  planned  area  had  been 
sown  by  10  May.®’  Some  benefits  can  be  expected  from 

”  Defined  as  the  sum  of  global  plant  production  and  global 
animal  production  (including  changes  in  livestock  inventory) 
without  elimination  of  the  double  counting  of  inputs  from  the 
plant  to  the  livestock  branch  or,  of  course,  of  inputs  from 
outside  the  sector. 

”  The  press  particularly  stressed  the  sowing  campaign  for 
cotton,  tobacco  and  maize,  and  by  30  May,  98,  82  and  43  per 
cent  of  the  respective  planned  areas  had  be«n  sown. 
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the  large-scale  melioration  works  undertaken  in  the  last 
year  and  planned  for  1960,  which  permit  an  extension 
of  the  cultivable  areas  and  should  ensure  higher  yields, 
even  in  the  event  of  low  rainfall,  from  the  crops  sown 
on  newly  irrigated  land.®®  But  the  immediate  scope  for 
increasing  output  through  irrigation  may  be  narrower 
than  the  reported  or  planned  extensions  of  irrigation 
networks  would  suggest,  in  view  of  the  inefficient 
utilization  of  the  existing  systems.  In  Rumania,  of  the 
167,000  hectares  provided  with  an  irrigation  network 
at  the  end  of  May  1959,  only  60  per  cent  were  effec¬ 
tively  irrigated;®®  and  a  campaign  to  improve  the 
utilization  of  the  irrigation  system  was  recently  in¬ 
augurated  in  Bulgaria.  In  the  latter  country  several 
factors  are  stated  to  have  been  responsible  for  the  fact 
that  in  1959,  out  of  600,000  hectares  with  an  irrigation 
network,  only  248,000  were  actually  irrigated  —  among 
them  the  under-rating  by  local  authorities  of  the  im¬ 
portance  of  irrigation,  the  failure  of  MTS  to  co¬ 
operate  efficiently  with  co-operative  farms,  irrational 
utilization  of  water  and  insufficient  maintenance  of 
irrigation  canals  by  farmers  themselves.'*® 

The  area  equipped  for  irrigation  in  Hungary  in¬ 
creased  from  127,000  hectares  in  1958  to  135,000 
in  1959;  but  there  too  only  72,000-73,000  hectares 
were  effectively  irrigated  in  each  year.  The  spring 
census  revealed  a  1.5  per  cent  fall  (to  950,000)  in 
cattle  numbers  over  the  last  year  and  a  fall  from 
6,225,000  to  5,356,000  in  the  numbers  of  pigs.  In  the 
first  three  months  of  the  year,  state  purchases  of  live 
pigs  were  48  per  cent  higher  than  in  the  same  months 
of  1959,  and  purchases  of  cattle  were  6  per  cent  greater; 
but  these  purchases  appear  to  include  some  breeding 
and  fattening  stock  bought  by  the  state  purchasing 
agencies  for  resale  to  collective  farms. 

The  Czechoslovak  plan  for  agricultural  output  in 
1960  foresees  a  13  per  cent  rise  over  the  1959  level 
after  the  past  10  years  of  very  slow  progress.**  Plant 
output  is  planned  to  increase,  from  the  low  1959  crop. 

In  Bulgaria,  194,000  hectares  were  reclaimed  in  1959,  and 
the  plan  for  this  year  is  50,000;  and  200,000  hectares  are  reported 
to  have  been  added  to  the  area  supplied  with  irrigation  works 
in  1959,  to  be  followed  by  a  similar  addition  this  year.  In 
Rumania  the  cultivated  area  increased  by  164,000  hectares  (or 
1.7  per  cent)  in  1959  and  is  planned  to  increase  by  a  further 
250,000  this  year,  thus  bringing  the  total  cultivated  land  to  some 
10  million  hectares.  In  Albania,  8,308  hectares  of  new  land  were 
brought  into  cultivation  in  the  first  quarter  of  1960,  or  1,545 
more  than  in  the  same  months  of  1959. 

See  Probleme  agricole.  No.  5,  1960,  p.  62. 

"  See  Zemedelsko  Zname,  3  April  1960,  and  Rabolnichesko 
Delo,  26  April  1960.  Insufficient  utilization  of  existing  irrigation 
networks  —  due  to  a  multiplicity  of  causes  among  which  insuf¬ 
ficient  or  irregular  water  supplies,  bad  maintenance  work  on 
irrigation  canals,  soil  salinity  and  waterlogging  —  is  a  matter  of 
concern  also  in  the  Soviet  Union  and  is  evidenced  by  data  for 
1957  (the  latest  available)  which  show  that  of  11.1  million 
hectares  of  land  with  irrigation  network  in  state  and  collective 
farms  only  7.2  million  hectares,  or  65  per  cent,  were  effectively 
irrigated  (Narodnoe  khozyaistvo  SSSR  v  1958  godu,  p.  441). 

“  See  the  Survey  for  1959,  Chapter  III,  Table  1. 


much  faster  than  animal  output;  but  the  planned  7  per 
cent  increment  of  the  latter,  given  the  reduced  domestic 
supplies  of  fodder  and  especially  potatoes,  looks 
rather  ambitious.  Moreover,  developments  in  this 
sector  during  the  first  quarter  were  hardly  encouraging, 
despite  considerably  increased  imports  of  feed  grain 
and  other  feeding  stuffs.  Although  deliveries  of  Uve- 
stock  products  (except  eggs)  to  the  state  were  higher 
than  in  the  first  five  months  of  1959,  only  cattle 
deliveries  reached  the  target  level,  and  not  a  single 
region  in  the  country  fulfilled  its  delivery  plan  for 
animal  products  as  a  whole. 

It  has  already  been  decided  to  increase  the  original 
allocation  of  investment  resources  to  agriculture  under 
the  Czechoslovak  1961-1965  Plan  (by  3  billion  KCs,  or 
nearly  10  per  cent),  and  some  thousands  of  office  and 
factory  employees  have  been  directed  to  administrative 
work  in  co-operative  farms.'*® 

In  eastern  Germany,  the  livestock  census  of  early 
March  apparently  yielded  disappointing  results,  ac¬ 
cording  to  the  fragmentary  information  released  so 
far.  There  were  6  per  cent  more  cattle  than  in  March 
1959,  but  numbers  had  risen  by  only  0.4  per  cent 
during  the  preceding  three  months.  State  procurements 
of  animals  for  slaughter  during  the  first  quarter  ex¬ 
ceeded  the  planned  level  very  slightly,  and  those  of  eggs 
by  a  larger  margin ;  but  milk  deliveries  to  the  state  were 
about  4  per  cent  below  plan.  A  resolution  on  agricul¬ 
ture  adopted  recently  by  the  eighth  session  of  the  SED 
Central  Committee  re-emphasizes  that  the  main  goal 
of  agricultural  policy  is  to  increase  animal  production 
sufficiently  to  cover  the  country’s  requirements  for 
eggs  and  poultry  by  1962,  for  meat  by  1963,  and  for 
milk  and  butter  by  1964.  Targets  have  been  announced 
also  for  the  marketable  production  of  field  and  green¬ 
house  vegetables  and  of  fruit,  implying  percentage 
increases  in  output  of  21,  182  and  49  respectively  from 
1960  to  1965.*®  All  these  are  labour-intensive  products, 
but  great  hopes  are  apparently  placed  in  all-out 
mechanization  and  more  efficient  farm  management, 
linked  with  the  creation  of  much  larger  farm  units  as 
mentioned  above. 

Polish  agriculture  has  suffered  both  from  the 
drought  last  autumn,  which  delayed  the  sowing  of 
some  10  per  cent  of  the  area  normally  under  winter 
grain,  and  from  severe  frosts  and  winds  during  the 
winter  and  early  spring.  These  destroyed  30  per  cent  of 
the  autumn-sown  grain,  so  that  the  area  to  be  ploughed 
and  sown  during  the  spring  had  to  be  augmented  by 
1.5  million  hectares,  imposing  an  additional  heavy 
demand  on  Polish  farmers  —  and  on  seed  and  fertil¬ 
izer  supplies  and  the  machinery  park  —  at  a  moment 
when  the  usual  spring  works  had  already  begun. 
However,  better  weather  conditions  in  the  second  half 


**  Rude  Prdvo,  5  February  1960. 
Neues  Deutschland,  7  April  1960. 
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Table  5 

Sown  area  and  output  of  cereals  in  the  Soviet  Union 


Sources  :  Narodnoe  khozyaistvo  SSSR  v  1958  godu\  Vestnik  statistiki. 
Nos.  3  and  4,  1960;  Biuletyn  slatystyczny.  No.  12,  1959,  p.  10;  Selskayo  zhizn, 
18  May  1960;  Pravda,  10  May  1960. 

“  Initial  plan,  to  be  exceeded  by  a  few  million  hectares  according  to  pledges 
for  over-fulfilment  of  the  plan,  by  means  of  resowing  winter  wheat  in  the 
Ukraine  and  northern  Caucasus,  and/or  ploughing  up  new  land  in  the  Volga 
basin,  Kazakhstan  and  Siberia. 


of  April  and  early  May  have  somewhat  improved 
prospects. 

In  the  livestock  sector,  developments  during  the  first 
quarter  in  Poland  were  more  satisfactory.  The  decrease 
in  the  number  of  cattle,  noticeable  during  the  second 
half  of  1959,  was  stopped  and  even  reversed,  so  that  the 
cattle  population  in  March  was  2.6  per  cent  larger  than 
one  year  earlier;  and  the  number  of  pigs  was  9.5  per 
cent  greater.  State  purchases  of  meat  during  the  first 
quarter,  altough  lower  than  last  year,  exceeded  the 
planned  level,  as  did  those  of  eggs.  State  purchases  of 
milk  from  milk  co-operatives  (830  million  litres)  were 
6  per  cent  above  plan  and  8  per  cent  more  than  during 
the  first  quarter  of  1959,  in  conformity  with  the 
Government’s  policy  of  raising  the  share  of  receipts 
from  milk  deliveries  in  total  peasant  income. 


Agricultural  Output  and  Investment  in  the  Soviet  Union 


As  in  Poland,  particularly  bad  weather  conditions  — 
frosts  and  especially  so-called  “  black  (dust)  storms  ” 

—  during  the  early  spring  severely  damaged  winter- 
sown  wheat  in  the  Ukraine  and  the  northern  Caucasus, 
part  of  which  had  to  be  resown.  To  make  good  pos¬ 
sible  losses  on  the  expected  wheat  crops  in  these  areas 

—  where  yields  usually  exceed  average  Soviet  yields  by 
more  than  60  per  cent  —  areas  larger  than  initially 
planned  are  to  be  sown  with  spring  grain  in  the  Volga 
zone,^  the  Urals,  Kazakhstan  and  Siberia,  partly  by 
ploughing  up  new  land,  partly  by  cultivation  of  sum¬ 
mer  fallow  and  partly  also  through  some  shift  in  the 
pattern  of  sowing."*^ 


**  The  pledges  for  above-plan  sowings  of  spring  grain  in  the 
Saratov,  Stalingrad,  and  Ulyanov  oblasts  total  1.7  million 
hectares  (Sovetskaya  Rossiya,  23  April  1960). 

**  The  area  sown  with  sugar-beet  has  also  been  increased  this 
year,  and  by  25  May  reached  the  record  level  of  3.1  million 
hectares,  or  3  per  cent  more  than  last  year. 


^  Excluding  spring  rye,  which  in  1956  was  sown  on  0.1  million  hectares. 
Including  the  dry  grain  equivalent  of  maize  ensilaged  at  lacto-cerotic  stage, 
production  of  which  was  6.5  million  tons  in  1958  and  6.4  million  in  1959. 
Before  formation  of  the  ears. 

*  Provisional. 


If  the  re-sowings  of  winter  wheat  were  of  about  the 
same  order  of  magnitude  as  in  1956,  when  some 
5  million  hectares  were  lost,”  the  area  under  spring 
wheat  might  be  expected  to  reach  some  50  million 
hectares  and  that  under  maize  to  exceed  the  25  million 
hectares  initially  planned  (see  Table  5).*’  Spring  wheat 
usually  yields  less  per  hectare  than  winter  wheat,  so 
that  a  record  wheat  crop  —  which  would  require 
excellent  harvests  in  all  the  major  growing  areas  — 
can  hardly  be  expected.  However,  maize  sown  for  grain 
usually  yields  more  than  winter  wheat,  so  that  the  net 
effect  of  the  shifts  in  sowings  on  total  grain  output  this 
year  cannot  yet  be  predicted.  Rains  in  the  s.'^cond  half 
of  May  in  most  major  grain-growing  regions  have 
recently  encouraged  more  optimistic  comments  on  the 
year’s  prospects.” 

In  1956,  when  similar  losses  of  winter  sowings  con¬ 
siderably  lowered  grain  crops  in  the  Ukraine  and 
Northern  Caucasus,  record  harvests  in  the  east  en¬ 
sured  an  excellent  total  crop  (the  second  best  since  the 
virgin  lands  campaign  started)  of  which  the  Volga 
zone,  the  Urals,  Kazakhstan  and  Siberia  contributed 
nearly  three-quarters  from  72  per  cent  of  the  total  area 
sown.  The  decisive  factor  in  this  year’s  harvest  of 
grain,  and  especially  of  wheat,  will  again  be  the  level 
and  quality  of  output  in  the  eastern  regions. 


“By  the  beginning  of  May  1960,  1.7  million  hectares  were 
resown  in  the  RSFSR  alone  (i.e.  mainly  the  Northern  Caucasus) 
but  no  data  are  yet  available  for  the  Ukraine. 

This  would  mean  an  increase  in  the  maize  area  of  at  least 
12  per  cent,  and  possibly  more.  However,  last  year  the  area 
under  maize  grown  for  grain  increased  much  more  slowly  than 
the  total  area  under  maize  (see  Table  5).  How  much  maize  can 
be  harvested  for  grain  depends  also  on  weather  conditions  later 
in  the  growing  period. 

“  “  On  the  whole,  we  can  expect  to  obtain  a  gross  grain  output 
not  less,  and  maybe  even  more,  than  in  the  last  years  of  record 
harvests.”  (Speech  of  Mr.  Khrushchev,  reported  in  Pravda, 
29  May  1960.) 
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Table  6 


Collective  farm  money  incomes  and  agricultural  investment  in  the  Soviet  Union 

Billions  of  roubles 


1956 

1957 

1958 

1959 

Pl&n 

Actual 

I960 

Plan 

Money  incomes  of  collective  farms  . 

94.6 

95.2 

131.8 

147-150“ 

140® 

154-158 

Collective  farm  investment  ® . 

22.4 

21.8 

28.2 

35 

37 

Payments  for  purchase  of  MTS  machinery  .  . 

— 

— 

9 

5 

4.6 

State  investment  in  agriculture . 

20.9 

23.1 

22.2 

19.1 

19 

Sources:  Narodnoe  khozyaisivo  SSSR  v  1958  godu;  Dengl  I  kredit.  No.  6, 
1959,  p.  54;  No.  8,  1959,  p.  16  and  No.  1,  1960,  pp.  4-6;  budget  speeches  by 
Mr.  Zverev  in  Pravda,  23  December  1958,  and  by  Mr.  Garbusov  in  Pravda, 
28  October  1959. 

Note.  —  Money  incomes  of  collective  farms  and  payments  for  MTS 
machinery  are  in  current  prices.  Investment  figures  for  1956-1958  are  in 
constant  prices.  The  price  basis  of  the  plan  figures  for  1959  and  1960  was  not 
stated  in  the  available  sources. 

Supplementary  measures  to  extend  storage  capacities 
and  substantially  improve  conditions  for  post-harvest 
handling  (including  transport  facilities)  of  grain  in 
the  virgin  lands  area  of  Kazakhstan  and  Siberia  have 
been  announced  this  year,  in  the  form  of  a  new  con¬ 
struction  plan  for  1960-1963.  The  planned  extension  of 
storage  and  drying  capacities  is  indicated  by  the  fol¬ 
lowing  figures  (annual  averages  in  millions  of  tons 
and  thousands  of  tons  per  hour,  respectively).*® 

Existing  and  prospective  grain  storage  and  drying  capacities 
in  the  virgin  lands  area  " 

1954-1959  1960  1961-1963 

Actual  Plan  Plan 

Storage  capacities .  2.9  3.1  2.8 

Drying  capacities  .  4.86  7.9 

Sources:  Pravda,  28  October  1959  and  30  May  1960;  Mukomolnaya  I 
elevalornaya  promyshlennosi.  No.  2,  I960,  p.  1,  and  No.  4,  i960,  p.  3. 

"  In  Kazakhstan  and  16  oblast  and  krai  of  the  RSFSR. 

^  Elevators  and  mechanized  stores. 

The  plan  also  foresees,  inter  alia,  the  construction 
during  1960  to  1963  of  7,16  million  sq.  m.  of  sheltered 
space  for  the  temporary  storage  of  grain,  155  km  of 
spur-track  railways  and  936  km  of  road  to  grain  col¬ 
lection  centres,®®  the  electric  power  capacity  of  which 
is  to  increase  by  the  very  large  amount  of  1  million 
kW.®^  The  increasing  stress  on  providing  more  facilities 

**  Actual  results  during  the  first  quarter,  as  in  past  years,  have 
been  below  expectations.  The  investment  plan  was  only  68.5  per 
cent  fulfilled  for  the  area  as  a  whole  (that  of  the  Kazakh  Ministry 
of  Grain  Products  by  only  37  per  cent),  and  the  new  drying 
capacities  put  into  operation  represented  in  the  RSFSR  only  3 
per  cent,  and  in  Kazakhstan  18.5  per  cent,  of  the  yearly  plan. 
The  long  hard  winter  was  a  contributing  factor,  but  insufficient 
technical  documentation  of  construction  projects  and  inadequate 
supplies  of  building  materials  were  also  often  reported  (see 
Pravda,  20  May  1960,  p.  3,  and  Mukomolnaya  i  elevalornaya 
promyshlennosi.  No.  2,  1960,  p.  1). 

“The  number  of  which  is  planned  to  increase  during  1960- 
1963  by  200,  of  which  67  in  the  RSFSR  and  133  in  Kazakhstan. 

For  comparison,  it  may  be  mentioned  that  the  aggregate 
capacity  of  rural  generators  is  under  3  million  kW. 


“  As  planned  end-1958.  By  mid-1959  expectations  were  revised  downwards 
to  145  billion  roubles. 

^  Preliminary. 

^  Including  investment  financed  by  long-term  state  credits,  planned  to  reach 
4.2  billion  roubles  in  1959  and  6.5  billion  roubles  in  1960. 


for  grain  cleaning  and  drying  can  be  explained  by  the 
fact  that  losses  are  experienced  not  only  because  of 
lack  of  storage  capacities,  but  also  because  of  the  hig’i 
moisture  and  weed  content  of  much  of  the  grain 
delivered  by  the  farms.  Strong  measures  are  said  to  be 
required  to  check  the  spread  of  weeds  in  the  grain  fields, 
attributed  to  unsatisfactory  cultivation  practices  and 
carelessness  in  preparing  and  storing  seed.®* 

It  is  not  clear  how  far  the  above  measures  in  the 
virgin  lands  will  involve  an  increase  in  planned  invest¬ 
ment  outlays  in  the  area  or  in  planned  state  investment 
in  all  agriculture  in  1960  (see  Table  6).  If,  in  fact,  only  a 
reallocation  is  involved,  it  seems  that  the  result  will  be 
an  increase  in  the  share  of  the  virgin  lands  in  total 
state  investment  during  1960-1963  over  the  1959  pro¬ 
portion  —  and  even  more  over  that  of  earlier  years.®® 

The  investment  financed  through  collective  farms  — 
which  under  the  Seven-year  Plan  is  intended  to  account 
for  70  per  cent  of  total  agricultural  investment  —  is 
expected  in  1960  to  be  nearly  twice  as  large  as  state 
investment  in  agriculture.  However,  this  target  will  not 
easily  be  achieved  unless  agricultural  output  and 
deliveries  this  year,  and  therefore  the  money  incomes 
of  collective  farms,  reach  the  planned  level  —  which 


“  See  Pravda,  20  May  1960,  p.  3.  The  need  for  extending 
autumn  ploughing  in  the  east  has  been  repeatedly  emphasized, 
not  only  in  order  to  preserve  moisture  reserves  in  the  soil  and 
to  permit  earlier  spring  sowing  but  also  as  a  means  for  weed 
killing  in  the  early  spring.  This  year  again,  however,  because  of 
very  unsatisfactory  autumn  ploughings,  13  million  hectares,  or 
more  than  50  per  cent  of  the  sown  area,  had  to  be  ploughed 
during  the  spring  in  Kazakhstan  and  60  per  cent  in  western 
Siberia  {Pravda,  31  March  1960  and  Selskaya  zhizn,  18  May 
1960). 

“  According  to  Mukomolnaya  i  elevalornaya  promyshlennosi. 
No.  2, 1960,  p.  1,  investment  in  the  virgin  lands  during  1960-1963 
will  exceed  the  1954-1959  average  rate.  In  1959  state  investment 
in  these  areas  was  well  above  the  1954-1958  average  (see  the 
Survey  for  1959,  Chapter  II,  p.  9),  whereas  total  state  investment 
in  agriculture  was  below  that  average. 


was  not  the  case  last  year  (see  Table  6).  Only  about  18  Collective  farms  are  also  expected  to  pay  to  the  state 

per  cent  of  planned  collective  farm  investment  in  1960  another  4.6  billion  roubles  this  year  for  machinery 

(compared  with  a  12  per  cent  share  planned  in  1959)  purchased  by  them  from  MTS,  which  will  leave  only 

is  not  directly  dependent  on  farm  incomes,  as  it  is  to  be  some  2.5  billion  roubles  still  to  be  paid  in  1961  to 

financed  through  long-term  credits  from  the  State  Bank.  complete  the  purchase  of  the  machinery  taken  over. 

3.  Investment  and  Consumption  in  Eastern  Europe  and  the  Soviet  Union 


The  Investment  Plans  for  1960 

Gross  outlays  on  fixed  investment  were  accelerated 
in  1959  in  most  countries  of  the  area  (Albania  and 
eastern  Germany  being  the  main  exceptions);  and  the 
plans  for  1960  provide  for  a  further  sizable  increase 
or  even  a  speeding  up  in  eastern  Germany,  Rumania 
and  the  Soviet  Union  (see  Table  7).®*  The  most 
marked  differences  from  last  year’s  rates  of  growth 
are  foreseen  in  Albania,  Bulgaria,  Hungary  and 
Poland  —  the  last  two  being  the  countries  in  which 
expenditures  in  1959  exceeded  the  planned  levels  by 
the  largest  margins.  The  coverage  of  the  1960  invest¬ 
ment  plans  now  available  varies  from  country  to 
country;  and  it  seems  probable  that,  if  data  for  the 
co-operative  sector  in  Albania  and  Bulgaria  were 
available,  the  prospective  rise  in  total  fixed  invest¬ 
ment  in  these  countries  would  be  greater  than  that 
in  the  limited  fields  covered  by  the  figures  in  the  table. 
Similarly,  in  the  Soviet  Union  investment  in  co-opera¬ 
tive  farms  and  in  housing,  not  covered  by  the  central 
plan,  may  well  rise  faster  than  outlays  in  the  centrally 
planned  sector.  In  most  countries,  therefore,  fixed 
investment  seems  likely  to  absorb  at  least  as  large  a 
share  of  national  resources  as  in  1959,  particularly 
in  view  of  the  indications  already  apparent  in  some 
countries  of  upward  revisions  of  some  elements  in 
the  original  plans. 

The  1959  investment  “  boom  ”  produced  serious 
strains  in  the  construction  sector  in  Poland  —  as 
well  as  in  the  consumers’  market  —  and  the  tight 
controls  over  investment  activity  imposed  in  that 
country  at  the  end  of  the  year  are  now  being  only 
cautiously  relaxed.  Shortages  of  building  materials, 
and  in  some  cases  of  building  labour,  also  occurred 
in  other  countries  —  including  eastern  Germany, 
Hungary  and  Bulgaria  —  and  special  measures  were 
taken  in  Bulgaria  to  expand  output  of  building 
materials,  and  to  encourage  more  efficient  use  of 
investment  resources.®®  In  Bulgaria  these  efforts  seem 
to  have  been  fairly  successful,  and  improving  supplies 
of  building  materials,  as  well  as  large  imports  of 

“  For  comparable  data  for  1957  and  1958  see  the  Survey  for 
1959,  Chapter  II,  Tables  14  and  16.  The  data  for  1959  given  for 
Czechoslovakia  and  Hungary  in  the  Survey  have  been  revised  as 
a  result  of  subsequent  oflicial  reports  on  fixed  investment  in  that 
year. 

See  the  Survey  for  1959,  Chapter  II,  section  3. 


machinery,  are  reported  to  have  contributed  to  a  level 
of  investment  23  per  cent  greater  in  the  first  quarter 
of  the  year  than  that  realized  in  the  same  months  of 
1959.  The  year  started  rather  well  in  Czechoslovakia 
also,  with  the  volume  of  investment  in  the  first  quarter 
17  per  cent  above  that  of  January-March  1959  and 
with  27.3  per  cent  of  total  investment  for  the  year 
effected  during  the  first  four  months.  A  particularly 
good  performance  was  recorded  in  the  housing 
sector:  the  overall  construction  plan  for  the  quarter 
was  fulfilled  with  a  volume  of  construction  14  per 
cent  greater  than  in  the  same  quarter  of  1959;  and 
completions  of  dwellings  alone  were  39  per  cent 
greater  than  during  January-March  1959.  In  Hungary, 
the  construction  output  of  state  industry  in  the  first 
quarter  was  about  10  per  cent  higher  than  in  the 
corresponding  period  of  last  year  and  17  per  cent  of 
the  volume  planned  for  1960,  but  the  construction 
output  of  the  relatively  small  co-operative  sector 
shot  up  by  56  per  cent;  and  supplies  of  two  important 
materials  which  have  been  in  short  supply  —  cement 
and  lime  —  improved  (t!''e  former  by  the  suspension 
of  exports). 

In  eastern  Germany,  17  per  cent  of  the  planned 
volume  of  construction  for  the  year  was  reported  to 
have  been  completed  by  the  end  of  March  instead 
of  the  21  per  cent  set  as  the  target  for  the  quarter; 
and  the  6,635  new  dwellings  completed  in  the  quarter 
represented  only  7  per  cent  of  the  total  planned  for 
the  year.  Total  investment  outlays  “  for  the  expansion 
and  maintenance  of  the  basic  means  of  the  socialist 
economy  ”  in  eastern  Germany  were  10  per  cent 
greater  in  the  first  quarter  than  in  the  same  months 
of  1959,  compared  with  the  16  per  cent  expansion 
of  total  investment  that  is  planned  for  the  year  as 
a  whole. 

In  Poland,  the  start  of  the  year’s  investment  was 
much  less  auspicious  than  in  the  particularly  favourable 
first  quarter  of  1959.  In  the  first  quarter  of  1960  total 
investment  outlays  in  the  socialized  economy  (exclud¬ 
ing  collective  farms  and  housing  co-operatives)  were 
only  2.3  per  cent  higher  than  in  the  same  period  of 
last  year,  and  represented  15  per  cent  of  the  total 
investment  foreseen  for  the  year.  In  Jtment  in 
industry  and  agriculture  remained  at  the  same  level 
as  last  year;  construction  of  dwellings  fell  12  per  cent 
(due  mainly  to  weather  conditions)  below  last  year’s 
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Table  7 

Gron'th  of  national  income  and  fixed  investment  outlays, 
1959  and  1960  Plan 

Percentages 


Percentage 

distribu- 

1959 

Actual 

1960 

Plan 

nvestment  Percentage  increases 
in  1958  frotn  previous  year 

Albania 

National  income . 

ca,  20  • 

18 

State  gross  fixed  investment  .  .  . 

14 

2 

Bulgaria 

National  income . 

20 

22 

State  gross  fixed  investment  .  .  . 

32 

19 

of  which  :  Centrally  planned  investment 

100 

44 

24 

of  which  :  Industry . 

62 

36 

20 

of  which : 

Coal  and  electric  power  . 

18 

9 

53 

Engineering . 

6 

Building  materials  .  .  . 

5 

12 

ie 

Food  processing  .  .  . 

4 

298 

-21 

Metallurgy  and  metal-ore 

mining . 

9 

96 

-22 

Chemicals . 

4 

-10 

22 

Textiles  . 

3 

41 

38 

Agriculture  and  forestry  .  . 

10 

81 

62 

Transport  and  communica- 

tion . 

12 

17 

33 

Housing  and  social  welfare 

12 

Czechoslovakia 

National  income . 

5 

6 

Gross  fixed  investment . 

100 

191/2 

12 

of  which  :  Co-operative  farms  .... 

10 

32 

18 

Eastern  Germany 

a 

Gross  fixed  investment . 

100 

14 

16 

of  which  :  Industry . 

40* 

23 

of  which  : 

Chemicals . 

7 

22 

Textiles  and  clothing  .  .  . 

15 

Building  enterprises  .... 

4 

6 

Agriculture  and  forestry  .  . 

11 

.38 

7 

Housing . 

16 

27 

Hungary 

National  income . 

8 

9 

State  financed  and  co-operative  in- 

vestment . 

100 

29 

10 

of  which  :  Industry . 

45 

26 

4 

Agriculture . 

13 

77 

32 

Transport  and  trade  .... 

15 

39 

-10 

Other . 

26 

5 

19 

Poland 

National  income . 

5 

6 

Gross  fixed  investment . 

100 

14 

6 

of  which  :  Industry . 

38 

15 

5 

Agriculture  and  forestry  .  . 

13 

6 

25 

Transport  and  communication 

8 

25 

5 

Trade  . 

3 

34 

-10 

Local  government  .... 

4 

33 

-8 

Housing . 

22 

6 

1 

Social  welfare . 

7 

21 

21 

Rumania 

National  income . 

13 

13 

Gross  fixed  investment  in  the  so- 

cialist  sector . 

100 

17 

34 

of  which  ;  Agriculture . 

17 

37 

26 

Soviet  Union 

National  income . 

8 

9 

Centrally  planned  state  investment  . 

10 

11 

of  which  :  Oil  and  gas . 

14 

15® 

Electric  power . 

4 

Metallurgy . 

22 

20  f 

Engineering . 

39 

30*’ 

Chemicals  industry  .... 

59 

30*’ 

Timber,  paper  and  wood- 

working . 

17 

Light  and  food  industries  .  . 

34 

i-i*’ 

Transport . 

12 

level  and  investment  in  trade  by  6  per  cent.  The 
increases  which  raised  the  total  result  took  place  in 
transport  and  communications,  building  enterprises 
and  municipal  works. 

The  Structure  of  Investment  in  1960 

Details  of  the  planned  structure  of  investment  in 
1960  are  as  yet  available  for  only  a  few  countries. 
For  some  of  them,  1960  is  the  last  year  of  the  current 
five-year  plan  period,  and  special  efforts  are  being 
made  to  finish  projects  which  have  long  been  under 
way,  so  as  to  ‘  clear  the  ground  ’  before  the  new 
investment  phase  beginning  next  year,  while  at 
the  same  time  work  is  to  be  started  on  new  projects 
which  will  come  to  fruition  only  during  1961-1965 
or  even  later.  For  others,  1960  is  already  the  second 
year  of  a  current  seven-year  plan  ending  in  1965,  and 
the  investment  structure  begins  to  resemble  more 
closely  that  of  the  new  long-term  plan. 

Poland  and  Hungary  are  two  countries  in  the  first 
group  in  which  completion  of  existing  projects  is 
given  a  high  priority.  In  the  former  country,  the 
investment  plan  was  reviewed  at  the  beginning  of  the 
year,  and  2.6  billion  zlotys  (23  per  cent  of  the  total 
planned  for  the  year)  originally  earmarked  for  new 
projects  were  transferred  to  speed  up  work  on  others 
already  nearing  completion.  As  a  result  of  this 
action,  it  is  expected  that  the  number  of  large  and 
medium-scale  projects  commissioned  during  the  year 
will  amount  to  720  compared  with  540  in  1959,®®  many 
of  them  destined  for  the  metal-smelting,  chemicals, 
electric  power  and  food-processing  branches,  where 
the  margin  of  under-utilized  capacities  is  now  small 
or  non-existent.  As  can  be  seen  from  the  data  in 
Table  7,  the  original  1960  Plan  (probably  only  slightly 
modified  in  its  broad  sector  pattern  by  the  review 
mentioned  above)  provided  for  an  especially  rapid 
expansion  of  investment  in  agriculture,  through  the 
medium  of  the  “  agricultural  circles  ”,  and  for  a 
reduction  in  outlays  in  the  trade  and  local  govern¬ 
ment  sectors,  where  plans  were  greatly  exceeded  in 
1959. 

Agriculture  is  also  an  especially  favoured  sector 
in  Czechoslovakia  and  Hungary  —  as  it  was  in  1959  — 
reflecting  in  the  latter  country  the  needs  of  the  new 
co-operative  farms  for  equipment,  buildings,  etc.  The 

“  Trybuna  Ludu,  24  February  1960. 


Notes  to  Table  1 

Sources  :  As  for  Economic  Survey  of  Europe  in  1959,  Chapter  11,  Tables  14 
and  22;  Statisitikai  havi  Kbziem^nyek,  No.  S,  1960,  p.  15;  OrszdggyiiUsi 
Ertesitd,  Session  of  28  January  1960,  pp.  414,  420,  Session  of  29  January  1960, 
p  482 :  Pinzugy  is  szdmvitel.  No.  3,  1 960,  p.  82. 

°  Plan.'<ed  structure  of  investment  in  1960. 

^  Percen.age  increases  over  1959  Plan. 

The  plan.ted  increase  over  the  actual  1959  level  is  IJ'/:  per  cent. 
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stock  of  uncompleted  investment  projects  in  Hungary, 
which  in  1958  had  decreased  for  the  first  time  for 
many  years,  rose  in  1959  by  4.1  billion  forints  (of 
which  3.2  billion  consisted  of  industrial  and  construc¬ 
tion  investments),®’  and  the  aim  during  1960  will  be 
to  reduce  the  number  of  major  projects  awaiting  com¬ 
pletion  by  30  per  cent.  This  will  mean  that  large 
new  ventures  have  to  be  held  to  little  more  than  the 
essential  minimum.®®  Partly  in  reflection  of  this 
policy,  the  share  of  machinery  and  equipment  in  total 
investment  —  which  rose  from  32  per  cent  in  1958 
to  38  per  cent  last  year  —  is  expected  to  increase  again 
slightly  in  1960,  to  40  per  cent. 

Towards  the  end  of  last  year  it  was  decided  in 
Bulgaria  and  Rumania  to  concentrate  resources  on 
finishing  projects  already  under  way;  and  in  Albania 
the  fact  that  the  volume  of  construction  is  planned 
to  be  6  per  cent  less  in  1960  than  in  1959  suggests 
that  the  major  part  of  investment  activity  this 
year  will  take  the  form  of  equipping  existing  fac¬ 
tories  and  extending  the  mechanization  of  agriculture. 
Bulgarian  investment  plans  for  1960  include  an 
increase  in  imports  of  machinery  and  equipment 
of  23  per  cent  over  the  1959  level.  The  intense 
investment  drive  in  agriculture  is  to  be  continued; 
but  food-processing  and  metallurgy  —  particularly 
favoured  branches  of  industry  last  year  —  will 
receive  smaller  investment  means  in  1960  while 
resources  are  switched  towards  expanding  coal¬ 
mining  and  electric-power  capacities,  and,  to  a  lesser 
degree,  transport  facilities.  Nevertheless,  the  volume 
of  investment  in  food-processing  will  remain  very 
high  compared  with  that  of  the  years  before  1959. 

Eastern  Germany  and  Rumania,  alone  among  the 
countries  for  which  data  are  available,  do  not  appa¬ 
rently  plan  to  devote  an  increased  share  of  investment 
resources  to  agriculture  in  1960.  In  the  latter  country, 
the  growth  of  investment  in  this  sector  is  nevertheless 
expected  to  be  very  rapid.  In  eastern  Germany,  the 
initially  planned  rise  in  agricultural  investment  for 
1960  soon  proved  to  be  inadequate  in  view  of  the  large- 
scale  collectivization  drive  carried  out  early  this  year. 
As  was  noted  in  section  1,  an  upward  revision  of  the 
requirements  of  the  agricultural  sector  was  announced 
in  April.  Under  the  terms  of  the  revision,  supplies  of 
agricultural  machinery  and  equipment  are  to  be  con¬ 
siderably  expanded  (involving  the  conversion  of  some 
industrial  enterprises)  and  priority  is  accorded  to 
agricultural  building  requirements. 

In  both  eastern  Germany  and  the  Soviet  Union,  the 
investment  pattern  planned  for  1960  already  reflects 

*■  Statisztikai  havi  Kozlemenyek,  No.  5,  1960,  p.  15. 

**  Orszdggyiilesi  £rlesitd.  Session  of  28  January  1960,  pp.  413 
and  414,  and  Penzugy  is  szdmvitei.  No.  3,  19W,  p.  89.  New 
projects  from  budgetary  resources  should  not  take  up  more  than 
1 .3^billion  forints,  which  is  6.3  per  cent  of  the  total. 


to  some  extent  the  long-term  plans.  The  chemicals 
industries  are  to  receive  a  larger  share  of  total  invest¬ 
ment  than  in  1959,  and  precision  engineering  is  also  a 
priority  branch  in  eastern  Germany.  In  the  field  of 
industrial  construction  in  the  Soviet  Union,  the  1960 
Plan  provides  for  the  concentration  of  resources  on 
271  priority  projects,  to  be  completed  this  year; 
50  in  the  chemicals  industry,  28  in  ferrous  metallurgy, 
40  coal  mines  and  open-cast  workings,  16  oil  refineries, 
and  21  machine-building  enterprises. 

The  Soviet  plan  provides,  moreover,  for  a  con¬ 
siderable  effort  in  housing,  the  total  number  of  state- 
built  dwellings  to  be  completed  in  the  course  of  the 
year  being  26  per  cent  higher  than  in  1959.  Plans  so 
far  published  for  other  countries  show  expected 
increases  in  dwelling  construction  from  1959  to 
1960  of  16  per  cent  in  total  housing  construction  in 
Czechoslovakia  and  27  per  cent  in  eastern  Germany 
(where,  however,  the  first  quarter’s  achievement  has 
not  been  promising),  but  a  reduction  of  12  per  cent 
in  Hungan/.®® 

Total  investment  in  housing  in  Poland  remains  in 
1960  at  about  the  same  level  as  in  1959,  It  seems  that 
with  presently  available  supplies  of  building  materials, 
manpower  and  organizing  capacity  it  is  very  difficult 
to  increase  rapidly  the  rate  of  output  in  this  sector. 
However,  considerable  efforts  have  been  made  to 
increase  the  efficiency  of  building  and  construction 
enterprises  by  means  of  new  investment  and  improved 
management.  As  was  mentioned  above,  the  volume 
of  construction  in  the  first  quarter  was  12  per  cent 
lower  than  in  the  corresponding  period  of  1959. 
Weather  conditions,  new  organizational  measures, 
and  revised  wage  tariffs  introduced  during  the  quarter 
had  probably  some  delaying  effects,  with  the  result 
that  the  building  season  started  later  than  last  year. 
It  is  hoped,  however,  that  the  measures  will  produce 
both  a  speeding-up  in  work  during  the  remainder  of 
the  year  and  a  considerable  improvement  in  the  labour 
productivity  of  building  and  construction. 

Personal  Incomes  and  Consumption  in  1960 

As  indicated  by  the  data  in  Table  8,  the  published 
plans  for  consumption  increases  in  1960  vary  widely 
from  country  to  country  —  as  do  the  planned  methods 
of  implementation.  Virtually  no  rise  in  per  capita 
personal  incomes  or  consumption  is  foreseen  in 
Poland,  where  a  drastic  stabilization  programme  was 
instituted  following  the  investment  boom  and  the 
development  of  pressures  in  the  consumers’  market 
(including  the  “  meat  crisis  ”)  in  1959.  In  Bulgaria, 
at  the  other  extreme,  a  very  large  increase  in  consump¬ 
tion  is  predicted,  to  be  implemented  via  rises  in 

•®  For  absolute  figures,  see  the  Survey  for  1959,  Chapter  II, 
Table  20. 
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Table  8 


Indicators  of  changes  in  living  standards, 
1959  and  1960  Plan 

Percentage  increase  over  same  period  of  previous  year 


1959 

Year 

I960 

First 

quarter 

Plan 
for  year 

Albania 

Per  capita  real  wages . 

8 

6 

Retail  sales  (value) . 

13.1 

Bulgaria 

Personal  consumption: 

Total . 

12>/2 

Per  capita  real  wages . 

4.1 

18 

Retail  sales  (volume) . 

18.9 

10 

14.2 

Czechoslovakia 

Personal  consumption: 

Total . 

5.0 

5.4 

Per  capita . 

4.4 

4.2 

Per  capita  real  wages . 

ca.5 

5“ 

0.8 

Retail  sales  (volume) . 

7.2 

3 

2.7 

Eastern  Germany 

Per  capita  real  wages . 

9.7  «• 

Retail  sales  (value) . 

12.2 

5 

13.8 

Hungary 

Personal  consumption: 

Total . 

7 

7 

Per  capita . 

6.5 

6 

Per  capita  real  wages . 

4.1 

2.5 

2.1 

Retail  sales  (volume) . 

11.7 

13.9* 

4.4 

Poland 

Personal  consumption: 

Total . 

6.5 

ca.2.0 

Per  capita . 

4.7 

— 

Per  capita  real  wages . 

4.6 

ca.— 2 

0.7 

Retail  sales  (volume) . 

9 

-5 

4.3 

Rumania 

Per  capita  real  wages . 

5.5 

5 

Retail  sales  (volume) . 

5 

17“ 

Soviet  Union 

Personal  consumption: 

Per  capita* . 

4 

5 

Retail  sales  (volume) . 

8 

7 

7 

Sources :  Economic  Survey  of  Europe  In  1959,  Chapter  III,  Table  1,  and 
Cliapter  II,  Tables  17  and  18;  national  statistical  bulletins;  Sctntela,  2  Dum¬ 
ber  1958,  6  December  1959  and  19  May  1960;  Probleme  economice.  No.  12, 
1959,  p.  6;  Sovetskaya  torgovlya,  12  April  19M. 

Increase  in  nominal  wages. 

^  Preliminary  estimate  published  in  December  {Seues  Deutschland,  17  Decem¬ 
ber  1959)  and  referring  to  socialized  industry  only. 

^  Increase  in  value  of  sales  in  first  five  months. 

^  Increase  in  value  of  sales. 

*  Real  income  per  gainfully  employed  person. 

nominal  wages  —  a  method  which  the  authorities  in 
most  other  countries  seem  to  be  trying  to  use  as  little 
as  possible,  preferring  to  restrict  increases  in  money 
incomes  to  those  necessary  to  bring  about  desired 


adjustments  of  wage  differentials  and  thus  to  leave 
some  scope  for  gradual  reductions  in  the  retail  price 
level.®^ 

Information  on  actual  developments  in  the  early 
months  of  1960  is  rather  sparse  in  most  countries. 
Retail  sales  have  risen  everywhere,  except  in  Poland, 
which  appears  to  have  brought  about  a  virtual  stabili¬ 
zation  of  money  incomes  outside  agriculture.  Relatively 
moderate  increases  in  urban  money  incomes  seem  to 
be  taking  place  in  most  other  countries.  There  have 
been  some  reductions  of  retail  prices,  generally  on  a 
highly  selective  basis  designed  to  adjust  consumer 
demand  to  the  existing  pattern  of  market  supplies 
and,  in  particular,  to  shift  some  demand  away  from 
food  towards  manufactured  goods. 

In  Czechoslovakia,  where  nominal  wages  last  year 
rose  by  less  (2  per  cent)  than  in  any  other  country  of 
the  area,  the  wage  reform  now  almost  completed  helped 
to  raise  per  capita  money  wages  in  the  first  quarter  of 
this  year  5  per  cent  above  the  corresponding  1959  level, 
but  only  1  per  cent  above  the  average  for  that  year. 
Further  increases  in  pensions  have  also  been  announced 
which  should  raise  the  average  of  old-age,  disability, 
and  other  pension  incomes  in  1960  by  7  per  cent 
above  the  1959  level.  Some  retail  price  reductions  were 
announced  in  April  1960  which  are  calculated  as 
equal  to  an  annual  saving  of  K6s  1.8  billion  of  con¬ 
sumers’  expenditure,  equivalent  to  some  2  per  cent 
of  annual  retail  trade  turnover.  These  principally 
affect  industrial  goods  —  and  within  this  category 
mainly  clothing  and  “  cultural  ”  goods  —  and  it 
has  been  stated  that  “  any  further  reduction  of  food 
prices,  their  extent  and  timing  will  depend  upon  a 
radical  improvement  in  agricultural  output  ”.®“  Such 
insistence  on  the  need  to  limit  dependence  on  imports 
of  agricultural  products  seems  to  imply  a  very  limited 
willingness  on  the  part  of  the  Czechoslovak  authorities 
to  take  advantage  of  the  possibilities  of  an  economic 
international  division  of  labour.  Domestic  electricity 
charges  have  also  been  reduced,  and  the  provision 
of  free  school  books  and  equipment  has  been  intro¬ 
duced.  The  net  result  of  all  these  measures,  and  of 
other  similar  changes  and  increased  family  allowances 
introduced  in  1959,  is  estimated  to  be  the  equivalent, 
for  a  worker’s  family  with  three  young  children,  of  an 
1 1  per  cent  rise  in  annual  income.®® 

In  eastern  Germany  there  are  indications  that  con¬ 
sumers’  supplies  have  not  been  keeping  pace  with  the 
rise  of  wages  and  salaries.  The  rise  in  retail  sales  in 
the  first  quarter  seems  to  have  been  below  the  rate 

**  For  a  description  of  developments  during  1959,  and  of  some 
of  the  detailed  wage  and  price  adjustments  planned  for  1960,  see 
the  Survey  for  1959,  Chapter  II,  section  4. 

•*  Rude  Prdvo,  4  June  1960.  The  cuts  in  food  prices  are  esti¬ 
mated  as  equivalent  to  K£s  0.5  billion  of  annual  expenditure. 

**  Rude  Prdvo,  23  April  1960. 
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of  increase  planned  for  the  whole  year.  The  pattern 
of  retail  turnover  in  eastern  Germany  in  the  first 
quarter  is  one  of  relatively  strong  demand  for  food 
and  consumers’  durable  goods  and  weak  demand  for 
textiles  and  clothing  —  which  is  common  to  most 
countries  of  the  area.  Among  food  products,  sales  of 
meat  rose  in  quantity  by  4  per  cent  above  the  corre¬ 
sponding  1959  level,  fish  by  10  per  cent,  butter  by  1  per 
cent,  eggs  by  19  per  cent,  and  coffee  by  48  per  cent 
—  reflecting  simply  the  availability  of  supplies  of 
these  goods.  In  value  terms,  the  turnover  of  industrial 
goods  rose  by  1  per  cent  for  textiles  and  clothing  — 
which  were  easily  available  —  6  per  cent  for  footwear, 
and  1 1  per  cent  for  durable  goods.  A  recently  decreed 
reorganization  of  wholesale  trade  —  similar  to  mea¬ 
sures  taken  in  all  other  socialist  countries  —  has  for 
part  of  its  object  the  improvement  of  distribution,  the 
establishment  of  closer  contacts  between  the  trade 
networks  and  the  consumer,  and  a  quicker  adjustment 
of  production  to  the  demands  of  the  consumer  and 
the  trading  enterprises.  The  former  state  wholesale 
trade  offices  and  the  retail  stores  of  the  consumer 
cooperatives  are  being  combined  into  state  wholesale 
trade  companies  which,  instead  of  coming  under  the 
authority  of  the  Ministry  of  Trade  and  Supply,  wi’l 
now  be  subject  to  the  supervision,  direction,  and  con¬ 
trol  of  the  local  authorities  —  namely,  of  the  regional 
councils  for  industrial  goods  and  of  the  district  coun¬ 
cils  for  foodstuffs. 

In  Hungary,  where  great  efforts  to  stabilize  money 
wages  have  recently  been  made,  the  results  can  be 
seen  from  the  following  figures; 

Per  capita  monthly 
gross  wage  In  state 
industry  (forints) 


1958  1  481  “ 

1959  I .  1  509  6 

II .  1  518 

III  .  1  509  “ 

IV  .  1  552 

1960  I .  1  554  6 


Source  :  Statlsztikai  havl  Kdzlem^nyek,  No.  5,  1960, 
p.  70. 

With  the  miner’s  premium  Tor  continuous  work  in 
the  same  post,  the  average  is  raised  to  I.SOS  for  1958 
to  1,619  in  the  third  quarter  of  1959. 

6^ On  a  daily  basis,  the  figures  are  as  follows:  1959 
1  —  58.80;  1960  1  —  59.76. 

Industrial  workers’  earnings  in  Hungary  were  3  per 
cent  above  the  corresponding  1959  level  in  the  first 
quarter  of  this  year  (1.6  per  cent  if  measured  on  daily 
earnings  basis),  and  the  annual  plan  allows  for  very 
little  further  rise.  This  suggests  either  that  it  is  feared 
that  national  income  —  and  particularly  agricultural 
output  —  may  not  reach  the  planned  levels,  or  that  a 
shift  in  the  distribution  of  financial  resources  in  favour 
of  the  agricultural  sector  and  social  and  public  con¬ 
sumption  is  intended  this  year.  Such  information  on 


& 


the  1960  budget  as  has  been  published  suggests  the 
second  interpretation.** 

In  contrast  to  the  relative  stability  of  industrial 
workers’  wages,  total  centrally  financed  money 
incomes  rose  by  13  per  cent  in  the  first  quarter  of 
this  year  over  the  corresponding  quarter  of  last  year — 
in  spite  of  the  stability  of  centrally-financed  farm 
incomes: 


Changes  in  centrally  financed  incomes  in  Hungary 


1959 

1959 

January^ 

I960 

January- 

J960 

Plan 

March 

March 

Billions  of  forints 

Wages  and  other  centrally 
financed  personal  income 
Payments  for  procurements 

55.3 

12.4 

14.3 

59.4“ 

and  advances  to  farmers  . 

11.4 

2.3 

2.3 

11.6" 

Total  centrally  financed 

income . 

66.7 

14.7 

16.6 

71.0 

Sources  :  Statisztikai  havi  Kozleminyek, 

No.  5,  1958, 

p.  1 ;  No. 

5,  1959, 

p.  7;  No.  2.  1960,  p.  7;  No.  5,  I960,  p.  7;  Statistical  Indicators  of  Short  Term 
Economic  Changes  in  ECE  Countries,  No.  5,  1960,  p.  12,  Ntfpszabadsdg,  23 
January  1960;  and  Orzdggyiilisi  Ertesitd,  session  of  28  January  I960,  p.  422. 
Estimate  based  on  the  planned  increase  in  the  number  of  wage  and  salary 
earners  (by  6.1  per  cent),  and  the  planned  rise  in  average  earnings  (by 
2. 1  per  cent),  allowing  also  for  a  small  increase  in  disbursements  for  family 
allowances  (by  0.1  billion  forints). 

6  Real  income  per  family  member.  State  purchases  of  livestock  products, 
which  make  up  more  than  half  of  all  purchases,  are  planned  to  rise  by 
more  than  10  per  cent  (see  OrszdggyiiUsi  Ertesitd,  Session  of  29  January 
1960,  p.  487),  but  plans  are  not  known  for  other  products,  nor  are  the 
planned  changes  of  procurement  prices  known  (on  price  changes  in  1958  and 
1959,  see  footnote  68). 

A  major  factor  in  the  15  per  cent  rise  of  the  total 
wage  bill  in  the  first  quarter  in  comparison  with  the 
first  quarter  of  last  year  was  the  increase  of  7  per  cent 
or  more  in  the  number  of  wage  and  salary  earners :  ** 
perhaps  IV2  per  cent  of  the  rise  is  accounted  for  by 
increases  in  basic  monthly  earnings;  and  the  remainder 
is  connected  with  both  the  delayed  payment  of  the 
increases  in  salaries  and  social  allo.i^ances  granted  at 
the  beginning  of  last  year  **  and  this  year’s  earlier 
distribution  of  shares  in  profits.  The  rise  of  only  1  per 

“  The  state  budget  for  1960  earmarks  additional  expenditure  of 

1 .9  billion  forints  for  the  development  of  state  and  co-operative 
agriculture  (extra  investments,  investment  credits  and  subsidies, 
medium-term  credits  and  subsidy  to  MTS  for  tariff  reductions  to 
co-operatives)  and  forgoes  additional  revenue  of  0.5  billion 
forints  on  account  of  tax  relief  to  co-operatives,  which  raises  total 
expenditure  and  forgone  revenue  on  these  accounts  from  7.5  bil¬ 
lion  forints  in  1959  (and  from  3.5  billion  forints  in  1958)  to 

9.9  billion  forints  in  1960.  The  social  and  administrative  budget 
(including  defence  and  security  forces)  is  expected  to  rise  by 
5.2  billion  forints  to  28.1  billion  forints  in  1960. 

Salaried  employment  in  state  and  co-operative  industry  and 
construction  has  risen  by  7.9  per  cent  (see  Statisztikai  havi 
Kozleminyek,  No.  5,  1960,  pp.  62,  66,  67).  The  corresponding 
series  for  other  sectors  have  not  as  yet  b^n  released,  but  em¬ 
ployment  in  these  sectors  rose  by  9.2  per  cent  between  the  first 
and  the  last  quarter  of  1959.  lliis  —  taking  into  account  the 
seasonal  decline  in  state-farm  employment  —  permits  an  esti¬ 
mate  of  a  rise  in  these  sectors  of  at  least  6  per  cent  between  the  first 
quarters  of  1959  and  1960. 

'*  These  are  noted  in  the  Economic  Bulletin  for  Europe,  Vol.  1 1, 
No.  1,  pp.  16-18. 


cent  in  the  amount  of  disbursements  (including 
advances  for  future  sales)  to  farmers  in  January- 
March  1960  compared  with  the  corresponding  months 
of  last  year  is  very  low  in  view  of  the  16  per  cent  rise 
in  the  volume  of  procurements,*’  but  it  may  reflect 
either  lags  between  payments  and  deliveries  or  possible 
further  reductions  in  the  level  of  state  purchase  prices 
of  farm  produce.*®  The  rise  in  retail  sales  by  13*^  per 
cent  in  the  first  three  months  and  by  17J/2  per  cent  in 
April  over  the  corresponding  months  of  last  year 
(to  levels  more  than  5  per  cent  above  those  planned 
for  these  months)  met  only  part  of  the  increased 
demand  from  increased  money  incomes.  Disturbances 
—  probably  transitory  —  in  supply  flows  ensued,  for 
at  least  up  to  the  end  of  March  retail  stocks  followed 
this  expansion  with  some  time-lag,  and  wholesale 
stocks  remained  on  levels  about  8-10  per  cent  below 
the  corresponding  months  of  last  year. 

In  Poland,  as  noted  in  section  1  above,  the  defla¬ 
tionary  measures  of  late  1959  —  comprising  restric¬ 
tions  on  investment  outlays,  revision  of  work  norms 
and  tight  central  control  of  enterprises’  wage  bills  — 
have  been  continued,  with  only  minor  relaxations, 
into  1960.  In  the  first  quarter  of  the  year,  industrial 
employment  was  1.3  per  cent  lower  than  in  the  cor¬ 
responding  months  of  1959,  the  total  industrial  wage 
bill  declined  by  about  4  per  cent,  and  the  average 
nominal  wage  p>er  capita  by  3  per  cent.  As  the  official 
cost-of-living  index  rose  by  4.3  per  cent  over  the  first 
quarter  of  1959,*®“  the  average  real  wage  in  industry 
fell  by  about  7  per  cent  —  a  decline  that  was  partly 
compensated  by  such  other  earnings  as  various 
premia  and  shares  in  enterprises’  1959  profits  paid 
in  the  first  quarter  of  1960.  Yet,  even  with  additional 
earnings,  the  average  real  income  of  industrial  workers 
probably  did  not  surpass  that  of  the  first  quarter  of 
1959.  Farm  incomes,  however,  remained  on  the  same 
level  or  were  somewhat  higher  than  in  the  same 
months  of  1959.  Retail  trade  turnover  in  the  first  two 
months  of  the  year  was  3.7  per  cent  above  the 
corresponding  1959  level  in  rural  areas  but  0.7  per 
cent  less  in  the  towns. 

Nevertheless,  the  authorities  still  appear  to  be 
reluctant  to  permit  any  perceptible  rise  in  urban 
incomes  at  the  present  time  —  inter  alia,  for  fear  of 
a  disproportionate  impact  on  demand  for  food  in  a 
year  in  which  prospects  for  agricultural  production 
are  not  very  favourable.  Despite  the  sharp  rise  in 
meat  prices  in  the  autumn  of  1959,  demand  for  meat 
and  other  foodstuffs  seems  to  have  been  little  affected. 

*’  Nepszabadsdg,  29  April  1960. 

**  Procurement  prices  declined  by  5.8  per  cent  in  1958  and  by 
6.2  per  cent  in  1959  (see  A  parasztsdg  jdvedelme  is  fogyasztdsa,  a 
mezogazdasdgi  lermeles  irteke,  1958,  p.  15,  and  Nepszabadsdg, 
17  January  1960). 

““  See  Biuletyn  Statystyezny,  No.  4,  1960,  p.  26. 


Instead,  sales  of  textiles  and  clothing  during  January- 
March  were  2*/2  per  cent  below  the  level  of  the  first 
quarter  1959  and  stocks  of  these  products  continued 
to  mount.  Demand  for  some  durable  goods  also  fell 
short  of  available  supplies.  In  these  circumstances,  the 
Polish  Government  cut  the  prices  of  some  (mainly 
non-food)  consumers’  goods  in  April  and  also  intro¬ 
duced  new  facilities  for  instalment-buying  of  durables, 
in  a  further  attempt  to  divert  some  demand  away 
from  standard  foods  and  especially  meat.  The  price 
cuts  range  from  5-6  per  cent  for  rubber  footwear,  to 
10-20  per  cent  for  woollen  textiles,  17  per  cent  for 
wrist  watches,  40  per  cent  for  television  and  radio 
valves  and  24  per  cent  for  coffee.*® 

The  resulting  annual  saving  to  consumers  is  estim¬ 
ated  at  1.4  billion  zlotys,  or  the  equivalent  of  0.6  per 
cent  of  retail  trade  turnover.  The  impact  on  total 
real  personal  incomes  was,  however,  partly  offset  by 
higher  prices  for  some  building  materials,  equivalent 
to  an  annual  expenditure  of  0.45  billion  zlotys.  The 
new  facilities  for  hire  purchase  of  durable  goods 
include  the  fixing  of  the  minimum  first  instalment 
at  10  per  cent  of  the  value,  a  relaxation  of  guarantee 
requirements  and  the  extension  of  the  list  of  goods 
which  may  be  bought  by  instalments.  Some  increase 
in  retail  turnover  of  manufactured  goods  seems  to 
have  followed  these  measures,  though  the  fact  that 
Easter  occurred  in  different  months  in  1959  and  1960 
makes  it  difficult  to  assess  more  recent  developments. 

In  Albania,  too,  recent  price  reductions  have  been 
concentrated  mainly  on  home-produced  manufactured 
goods,*®"  and  are  estimated  as  equivalent  to  910 
million  leks  of  annual  expenditure  or  some  4  per  cent 
of  retail  trade  turnover.  In  Bulgaria,  retail  sales  of 
most  foodstuffs  appear  to  have  risen  fairly  fast  so 
far  this  year,  though  no  data  have  been  published  for 
meat,  but  sales  of  some  durable  goods  fell  below  the 
level  of  the  first  quarter  1959.  Whether  or  not  the  large 
planned  wage  increases  are  in  fact  implemented  will 
presumably  depend  mainly  on  the  prospects  for  the 
next  harvest,  but  it  may  be  that  some  manufactures 
are  being  stocked  against  demands  foreseen  later  in 
the  year. 

In  the  Soviet  Union,  the  5  per  cent  rise  in  the  real 
incomes  of  workers  and  peasants  which  is  planned 
for  1960  is  to  be  achieved  in  part  by  a  decline  of  about 

®*  Sales  of  coffee  were  45  per  cent  greater  in  March  and 
April  1960  than  in  the  same  months  of  1959. 

•»  6  Percentage  price  cuts  announced  in  April  include  meat  7, 
salami  4,  olive  oil  5,  other  vegetable  oil  6-7,  white  cheese  10 14- 12, 
kashkaval  cheese  7-8,  jam  15,  beer  10,  halva  10,  coffee  10,  cocoa 
11,  salt  1214.  soap  714-15,  lamp  oil  1714,  textiles  15-25,  footwear 
6-7,  crockery  5-23,  some  imported  durable  goods  —  including 
radios,  bicycles,  motor-cycles  and  watches  —  10-20,  silk  and  jute 
fabrics  13  and  20  respectively.  Domestic  electricity  tariffs  were 
cut  by  16.3  per  cent. 

See  the  Survey  for  1959,  Chapter  II,  p.  26. 
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1-1  Vi  per  cent  in  retail  prices,’^  “  and  it  may  be  expected 
that  some  fall  in  farm-market  prices  will  also  occur  — 
as  in  1959,  when  they  fell  by  6  per  cent.  Another  part 
of  the  increase  will  be  brought  about  by  income-tax 
reductions,  but  it  seems  that  some  rise  in  money  wages 
related  to  improved  output  and  productivity  must  also 
be  in  prospect. 

A  programme  for  the  complete  abolition  of  income 
tax  —  to  take  place  by  stages  from  1960  to  1965  — 
was  approved  by  the  Supreme  Soviet  in  May.''^*’ 
With  effect  from  this  year,  incomes  of  500  roubles  a 
month  will  be  tax  free  and  those  of  500-600  roubles 
will  benefit  from  a  40  per  cent  reduction  in  the  rate. 
Each  year  a  further  income  group  (i.e.  earning  an 
additional  100  roubles  per  month)  will  be  exonerated 
and  the  40  per  cent  concession  accorded  to  the  next 
higher  group.  In  1965,  therefore,  the  900-1,000  rouble 
group  will  be  freed  from  tax,  but  the  40  per  cent  re¬ 
duction  to  the  “  1,000  plus”  group  will  not  be  accorded. 
For  remaining  income  groups  the  tax  will  be  abolished, 
but  their  incomes  will  also  be  reduced  —  by  a 
somewhat  smaller  amount  than  that  of  the  tax.  This 
procedure  will  thus  help  to  reduce  the  income  spread, 
which  the  Chairman  of  the  Council  of  Ministers  had  de¬ 
scribed,  in  introducing  the  programme  to  the  Supreme 
Soviet,  as  having  become  too  wide  since  the  war. 

The  7  per  cent  rise  in  retail  trade  in  the  Soviet  Union 
planned  for  1960  to  satisfy  demands  arising  from 
higher  personal  incomes  includes  a  large  increase  in 
sales  of  durable  goods  —  48  per  cent  more  furniture, 
70  per  cent  more  television  sets,  60  per  cent  more 
refrigerators  and  95  per  cent  more  washing  machines 
than  in  1958,  The  1960  Plan  also  provides  for  per¬ 
centage  increases  (over  the  1958  levels)  in  per  capita 
consumption  of  12  per  cent  for  fish,  19  per  cent  for 
milk  and  milk  products,  36  per  cent  for  meat  and 
14  per  cent  for  eggs.’®® 

’*®  The  price  reductions  reported  in  the  Survey  for  1959, 
Chapter  II,  p.  26,  have  been  supplemented  by  further  reductions 
—  equivalent  to  about  0.1  per  cent  of  retail  turnover  —  in  prices 
of  various  medicaments. 

In  introducing  the  programme  Mr.  Khrushchev  excluded 
from  the  repeal  the  tax  on  personal  incomes  deriving  from 
private  plots  of  peasants  working  on  collective  farms.  He 
justified  this  action  by  arguing  that  this  tax  had  already  been 
reduced  in  1953,  and  that  it  helps  to  regulate  peasants’  income 
and  to  maintain  labour  discipline  on  collective  farms  by  dissuad¬ 
ing  collective  farmers  from  non-collective  activities. 

Pravda,  28  October  1959. 

4.  Foreign  Trade  Development  and  Future 
Total  Trade  in  1960 

In  most  of  the  plans  published  for  the  current  year, 
the  growth  of  external  trade  foreseen  in  1960  is  slower 
than  that  actually  registered  in  1959  (see  Table  9). 
The  exceptions  are  Rumania,  where  total  turnover 


Revaluation  of  the  Rouble 

The  Chairman  of  the  Council  of  Ministers  of  the 
USSR  announced  to  the  Supreme  Soviet  at  its  May 
meeting  that  from  1  January  1961  a  new  currency 
would  come  into  circulation  at  a  rate  of  1  new  rouble 
to  10  existing  roubles.  The  new  notes  and  coins  would 
be  issued  during  the  three  months  following  that  date 
when  the  value  of  transactions  would  be  decimated, 
after  the  manner  of  the  recent  French  currency  reform. 
The  official  explanation  of  this  measure  is  that  the 
revaluation  will  bring  the  price  scale  of  the  rouble 
into  conformity  with  the  greatly  increased  nominal 
values  of  production,  trade  turnover  and  incomes  of 
the  population,  as  well  as  helping  to  simplify  com¬ 
putations,’®*"  and  that  it  will  reduce  the  current  ex¬ 
penses  of  the  State  on  emission. 

Three  other  aspects  of  the  reform  are  of  interest. 
First,  the  mere  fact  of  a  compulsory  exchange  of 
currency  will  reveal  the  distribution  of  domestic 
hoards  in  various  sectors  of  economy.  The  advantage 
to  the  monetary  authorities  is  that  of  information, 
and  it  is  officially  stressed  that  there  is  no  intention  of 
expropriating  holdings.’®  Second,  the  exchange  will 
liquidate  illegal  foreign  holdings  of  banknotes.  Since 
the  issue  of  the  present  Soviet  currency  13  years  ago, 
and  despite  an  official  prohibition,  there  undoubtedly 
have  been  some  illegal  banknote  exports  (as  the  exist¬ 
ence  of  a  “  free  ”  rouble  quotation  on  the  Zurich  and 
other  exchanges  indicates)  and  creation  of  holdings 
abroad.  As,  since  December  1959,  Soviet  banknotes 
can  be  legally  reintroduced  into  the  country,  albeit 
in  limited  amounts,  there  is  a  case  for  demonetization 
of  the  1947-1960  issue.  Third,  the  rate  for  the  US 
dollar  may  not  automatically  change  from  4  roubles 
to  40  kopeks,  and  might  well  be  nearer  to  the  historical 
rate  of  2  roubles  to  the  dollar  (before  the  civil  war 
inflation).  “  This  will  make  it  possible  more  accurately 
to  compare  the  value  of  goods  and  the  national 
product  of  the  USSR  with  that  of  other  countries, 
and  also  to  determine  the  volume  and  economic  effect 
of  commodity  exports  and  imports”.’®" 

’*  There  is  the  obvious  convenience  of  eliminating  the  last 
zero  of  kopek  sums. 

’*  E.g.  A.  Korovashkin,  Chairman  of  the  Board  of  Directors 
of  the  USSR  State  Bank,  Novoe  vreniya.  No.  24,  1960. 

Ibid. 

Plans  in  Eastern  Europe  and  the  Soviet  Union 

is  expected  to  rise  by  24  per  cent  from  1959  to  1960 
compared  with  7  per  cent  in  the  previous  year,  and 
Albania,  whose  foreign  trade  is  to  rise  by  38.5  per 
cent  from  1959  to  1960  against  11.8  per  cent  in  the 
previous  year.  No  plan  has  been  announced  for  eastern 
Germany. 


Table  9 


External  trade  in  fire  countries, 
first  four  months  1959  and  1960,  and  1960  Plan 

Value  in  millions  of  dollars  and  percentage  increases  in  value 
or  in  volume  (in  italics) 


Values 

Percentage  increase 
from  previous  year 

Year 

1959 

First  four 
months 
I960 

Year 

1959 

I960 

Plan 

1959 

I960 

Bulgaria 

Imports  .  .  . 

581 

159“ 

34“ 

35“ 

59 

14 

Exports  .  .  . 

469 

95“ 

19“ 

16“ 

25 

19 

Balance  .  .  . 

-112 

-64“ 

Czechoslovakia 

Imports  .  .  . 

1  602 

536 

-4 

26 

18 

9 

Exports  .  .  . 

1  727 

585 

5 

21 

14 

10 

Balance  .  .  . 

125 

49 

Hungary 

1 

Imports  ... 

790 

300 

7 

37 

25 

20 

Exports  .  .  . 

766 

229 

15 

14 

13 

13 

Balance  .  .  . 

-24 

-71 

Poland 

Imports  .  .  . 

1  419 

464 

24 

12 

15 

2Vi 

Exports  .  .  . 

1  146 

i  366 

20 

11 

11 

8V2 

Balance  .  .  . 

-273 

-98 

Soviet  Union 

Imports  .  .  . 

5  075 

16'/2 

Exports  .  .  . 

5  425 

26 

^  ^  72 

Balance  .  .  . 

350 

Sources :  Statistical  yearbooks;  Statistical  Indicators  of  Short  Term 
Economic  Changes  in  ECE  Countries,  Vol.  11,  No.  5,  May  I960;  yneshna 
Trgovia,  No.  2,  I960;  Figyeld,  15  February  I960  (special  issue  in  German 
prepared  for  the  Leipzig  Fair). 

Note.  —  For  comparison  with  earlier  years,  see  Economic  Surrey  of 
Europe  in  1959,  Chapter  II,  Table  12.  Differences  between  1960  plan  data 
shown  above  and  those  in  the  Survey  are  due  to  later  revisions. 

First  quarter  only. 


In  fact,  all  the  countnes  covered  by  the  data  in  Table  9 
registered  increases  in  foreign  trade  in  the  first  quarter, 
over  the  corresponding  1959  level,  well  above  the 
planned  rates  for  the  whole  year;  and  east  German  ex¬ 
ports  were  10  per  cent,  and  Albanian  exports  36  per 
cent,  above  those  of  the  first  quarter  of  1959.”  This  sug¬ 
gests  that  the  levels  of  trade  foreseen  in  the  1960  plans 
—  which  were  generally  established  in  the  later  months 
of  last  year  —  may  well  be  considerably  exceeded. 
Such  trade  agreements  among  countries  of  the  region 
as  have  been  published  certainly  tend  to  support  ex¬ 
pectations  of  a  very  large  expansion  of  intra-trade, 
even  when  allowance  is  made  for  the  probability  that 
the  value  of  turnover  written  into  a  trade  agreement 


The  rise  from  1958  to  1959  had  been  12  per  cent  (and  for 
imports  18.5  per  cent)  in  eastern  Germany  and  16.5  per  cent  in 
Albania. 


normally  somewhat  exceeds  that  for  which  definite 
contracts  or  firm  plans  exist  (see  Table  10). 

Among  the  almost  certainly  unrevised  character¬ 
istics  of  the  original  1960  plans,  however,  are  the 
intentions  in  Bulgaria,  Czechoslovakia,  eastern  Ger¬ 
many  and  Poland  to  raise  exports  at  least  as  fast  as 
imports  —  and  in  several  of  these  countries  consider¬ 
ably  faster.  Except  in  the  Soviet  Union  and  Rumania, 
visible  trade  deficits  rose  or  surpluses  were  reduced 
in  1959,”  and  in  most  countries  an  improvement 
of  the  balance  of  payments  this  year  is  considered 
necessary.  In  Albania  and  Hungary,  by  contrast,  the 
intention  is  apparently  to  continue  to  run  deficits, 
financed  mainly  by  Soviet  credits.  Czechoslovakia, 
eastern  Germany,  Hungary  and  Poland  all  appear  to 
be  placing  their  main  hopes  of  export  expansion  on 
engineering  products,  for  delivery  to  markets  not 
only  within  the  “  eastern  ”  trade  area,’*  but  also  in 
Asian,  African,  and  Latin  American  countries. 

I960  Plans  and  Developments  in  Individual  Countries 

Few  details  of  the  foreign  trade  plans  for  1960  have 
as  yet  been  published  in  any  country.  In  Bulgaria,  the 
agreements  already  announced  indicate  a  further  rapid 
expansion  of  trade  with  other  countries  of  the  area 
(see  Table  10);  and  plans  for  raising  exports  of  agricul¬ 
tural  products  to  these  countries  are  apparently 
ambitious : 


Bulgarian  exports  to  Czechoslovakia,  eastern  Germany 
and  the  Soviet  Union 


1958  1959 

Thousands  of  tons 

1960 

Plan 

Percentage 
increase 
1959  to  1960 

Tobacco  . 

.  .  .  24.8 

34.1 

50.7 

49 

Tomatoes 

.  .  .  71.8 

80.5 

140.5 

75 

Grapes  . 

.  .  .  59.5 

70.2 

120.0 

71 

Sources: 

Statistical  Yearbook; 

and  Rabotnichesko  Deto, 

24  December 

1959. 

Czechoslovakia’s  trade  with  “  western  ”  markets 
(28  per  cent  of  the  total  in  1959)  is  also  planned  to  rise 
rather  faster  than  the  overall  average  in  1960  (see 
Table  10).  The  exiguous  data  available  on  the  expected 
commodity  composition  of  tiade  indicate  that  exports 
of  machinery  and  equipment  (to  rise  by  10  per  cent  of 
their  1959  value)  will  provide  a  virtually  unchanged 
share  of  the  total,  and  that  the  substantial  exports  of 
rolled  steel  products  are  to  be  increased  by  43  per 
cent.”  It  is  hoped  to  reduce  even  below  their  1958  level 

’*  See  the  Survey  for  1959,  Chapter  II,  Table  12. 

’*  Eastern  Europe  and  the  Soviet  Union,  mainland  China, 
North  Korea,  North  Viet-Nam  and  outer  Mongolia. 

”  In  the  first  quarter,  exports  of  rolled  products  were  more 
than  double  the  corresponding  1959  level.  The  data  on  the 
change  in  the  commodity  composition  of  Czechoslovak  trade 


-  21  - 


Table  10 

Foreign  trade  tomover  in  the  1960  Plans 
and  trade  agreements  of  the  eastern  European  countries  and  the  Soriet  Union  “ 

Percentage  increases  from  1959  level 


Planned  turnover  | 

Country 

Total 

“  Eastern  ” 

“  Western  ” 

trade  area 

trade  area 

Bulgaria . 

13.5 

18 

9 

Czechoslovakia  .  .  . 

9.8 

9.5® 

10.6 

Eastern  Germany  .  . 

10 

Hungary . 

16.3 

,  . 

Poland . 

5 

6.5 

3 

Rumania . 

24 

Soviet  Union  .... 
Mainland  China  .  .  . 

5.5 

Sources;  As  for  Table  9,  together  with  official  press  releases  on  plans  and 
trade  agreements  and  national  foreign  trade  journals. 

Note. — ^The  percentage  increase  of  turnover  foreseen  for  1960  in  the  trade 
agreements  between  any  pair  of  countries  can  be  found  at  the  intersection  of 
columns  and  rows  designating  the  respective  trade  partners. 


For  Albania  few  data  are  available.  The  planned  total  foreign  trade  turnover 
in  I960  is  38.S  per  cent  above  that  of  1959  with  exports  24.2  per  cent  higher 
(Rude  Prdeo,  7  January  I960;  and  Bulletin  de  PAgence  TeUgraphlque 
Albanaise,  Paris,  April  1960). 

^  Including  Yugoslavia. 


meat  imports  —  which  provided  an  unforeseen  addi¬ 
tion  to  last  year’s  import  bill  —  and  to  begin  to 
reduce  the  country’s  dependence  on  imports  of  cereals. 
Between  1960  and  1965  it  is  planned  to  cut  imports  of 
wheat,  rye  and  meat  by  37,  60  and  7  per  cent  respec¬ 
tively  from  the  levels  planned  for  the  former  year.’® 
Meanwhile,  Czechoslovakia  plans  to  draw  95  per  cent 
of  all  grain  imports  in  the  current  year  from  the 
Soviet  Union,  together  with  all  imports  of  crude 
petroleum,  76  per  cent  of  imported  iron  ore  and  40  per 
cent  of  imports  of  all  other  raw  materials. 

Few  indications  are  available  of  the  likely  growth  or 
pattern  of  east  German  trade  this  year.  Exports  were 
10  per  cent  higher  in  the  first  quarter  than  in  the  same 
months  of  1958;  and  export  orders  booked  at  the 
Leipzig  Fair  reached  a  value  of  just  over  DM  3  billion 
compared  with  DM  2.6  billion  in  1959.’*  Nearly  40 
per  cent  of  this  year’s  orders  were  from  “  western  ” 
buyers  compared  with  26  per  cent  in  1959. 


in  1959  given  in  the  Survey  for  1959,  Chapter  II,  Table  13,  can 
now  be  replaced  by  figures  covering  the  whole  year: 


Value  in  millions 
of  dollars 


Percentage  Increase 
over  1958  value 


Exports 

Imports 

Exports 

Imports 

Machinery  and  equipment  .  . 

762 

325 

16 

28 

Fuels  and  raw  materiab  .  .  . 

502 

849 

7 

14 

Food . 

112 

383 

4 

22 

Manufactured  consumers*  goods 

351 

45 

26 

-4 

Total . 

1  727 

1  602 

14 

18 

Source:  Statlstlckd  Zprdvy,  No.  4,  1960,  pp.  92  and  102. 

Hospoddfski  Noviny,  No.  46,  1959. 

’*  In  the  year,  orders  booked  at  the  fair  (not,  of  course,  all  for 
delivery  in  the  same  year)  were  equivalent  in  value  to  one-third 
of  total  1959  exports.  This  ratio  has  been  rising. 


The  share  of  east  German  trade  with  “  western  ” 
markets  probably  rose  last  year.*®  Special  efforts  are 
being  made  to  expand  exchanges  with  the  economically 
less  developed  countries,  facilitated  by  increasing 
readiness  on  the  part  of  eastern  Germany  to  import 
tropical  foodstuffs  and  fruit.  Agreements  recently  con¬ 
cluded  for  1960  provide  for  considerable  east  German 
purchases  of  sugar, *^  tobacco,  coffee  and  cocoa  from 
Cuba,  Brazilian  coffee  to  a  value  of  $8.7  million,  in¬ 
creased  quantities  of  citrus  fruit  and  other  products 
from  the  United  Arab  Republic,  and  tropical  products 
and  iron  ore  to  a  value  of  DM  33  million  from  Guinea. 
East  German  counter-deliveries  are  generally — though 
not  invariably  —  to  consist  predominantly  of  machi¬ 
nery  and  equipment,  and  special  attention  is  being  given 
to  the  production  of  goods  suitable  for  such  markets. 
After  western  Germany,  the  United  Arab  Republic 
was  eastern  Germany’s  most  important  “  western  ” 
trade  partner  in  1959,  followed  by  the  United  Kingdom 
and  Sweden,  and  the  rate  of  growth  of  its  trade  with 
the  economically  less  developed  countries  considerably 
exceeded  that  of  trade  with  the  western  trade  area  as  a 
whole. 

The  data  so  far  available  on  planned  imports  from 
the  Soviet  Union  into  eastern  Germany  in  1960  are 
few,  but  do  not  suggest  that  much  more  than  about 


•®  Percentage  increases  reported  in  trade  turnover  from  1958 
to  1959  with  some  important  trade  partners  include:  United 
Kingdom  12,  France  21,  Sweden  over  30,  Italy  about  30,  India  50. 

Large  contracts  for  imports  of  sugar  into  Czechoslovakia, 
eastern  Germany  and  Poland  in  1960  have  been  reported,  fol¬ 
lowing  the  poor  1959  crops  in  these  countries,  possibly  partly 
intended  to  avert  the  need  for  cancellation  of  export  contracts. 
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a  10  per  cent  rise  in  imports  of  fuels  and  raw  materials 
from  that  country  is  in  prospect.®*  Eastern  Germany 
has  already,  in  1959,  lost  its  place  as  the  Soviet  Union’s 
largest  trade  partner  to  mainland  China.*® 

Hungarian  plans  provide  for  a  20  per  cent  rise  in 
imports  in  1960,  with  priority  for  machinery  and 
equipment  (to  rise  by  28  per  cent)  and  raw  materials. 
Of  the  latter,  71  per  cent  is  to  be  drawn  from  the  Soviet 
Union  in  1960,  implying  little  change  from  last  year’s 
pattern  in  this  sector;  and  a  slight  rise  (from  65  per 
cent  to  68  per  cent)  is  expected  in  the  share  of  Hunga¬ 
rian  exports  of  machinery  and  equipment  going  to  that 
country. 

Although  Polish  foreign  trade  turnover  was  12  per 
cent  greater  in  the  first  four  months  of  1960  than  in  the 
same  months  of  1959,  this  apparently  represented  a 
slight  shortfall  on  the  plans  for  the  period,  tending  to 
confirm  other  indications  that  the  1960  plan  as  origi¬ 
nally  published  must  already  have  been  revised  upwards. 
Coal  exports  in  the  first  four  months  exceeded  5.5 
million  tons  (0.5  million  more  than  in  the  same 
months  of  1959)  despite  the  still  slack  international 
markets;  and  the  search  for  new  outlets  succeeded  in 
nearly  doubling  sales  to  overseas  countries,  which 
nevertheless  remained  only  a  small  fraction  of  the  total. 
Exports  of  foodstuffs  in  the  first  quarter  rose  in  value 
by  18  per  cent  above  the  corresponding  1959  value, 
though  prices  both  of  coal  and  of  food  exports 
remained  low.  The  engineering  industries,  in  particular, 
are  called  upon  to  make  the  major  contribution  to  the 
growth  of  Polish  export  earnings  in  1960,  and  rose  in 
the  first  quarter  to  22  per  cent  above  the  corresponding 
months  of  1959.  It  thus  seems  that  the  target  for  ex¬ 
ports  of  machinery  and  equipment  shown  below  must 
already  have  been  raised.  It  is  expected  that  extreme 
economy  of  imports  will  prove  necessary  in  1960,  and 
may  even  become  a  factor  hampering  the  expansion 
of  output. 

Commodity  composition  of  Polish  foreign  trade 
under  the  1960  Plan 


Millions  of  dollars  Percentage  Increase 

at  J959  prices  over  1959 


Imports 

Exports 

Imports 

Exports 

Machinery  and  equipment 

412 

351 

5.4 

16.6 

Fuels  and  raw  materials  . 

713 

548 

3.4 

-2.5 

Food . 

227 

245 

-3.4 

17.8 

Consumers’  manufactures 

103 

99 

4.0 

33.8 

Total . 

1  455 

1  243 

2.5 

8.5 

Sources:  Maly  Rocznik  Statystyczny,  1960,  pp.  127  et  seg.;  Monitor  PolskI, 
No.  104,  19S9;  Bulelyn  Statystyczny,  No.  4,  1960. 


The  Rumanian  1960  plan  foresees  a  24  per  cent  rise 
in  visible  trade  turnover  and  an  export  surplus  in 


**  See  the  Suxvey  for  1959,  Chapter  II,  p.  17. 

“  The  value  of  Soviet  trade  with  mainland  China  rose  by  25 
per  cent  between  1958  and  1959,  to  8.2  billion  roubles. 


commodity  trade,  probably  required  partly  for  debt 
repayment.®*  Trade  turnover  with  the  Soviet  Union  is 
planned  to  exceed  2  billion  roubles,  implying  —  if  the 
overall  trade  plan  published  earlier  has  not  been 
revised  —  a  less  than  average  (9  per  cent)  increase  over 
the  1959  level  and  a  rise  of  probably  some  35-40  per 
cent  in  turnover  with  other  countries.®®  The  good 
harvest  of  1959  is  expected  to  permit  a  considerable 
rise  in  exports  of  agricultural  products  this  year;  but 
Rumania,  like  nearly  all  other  countries  of  the  area, 
plans  to  rely  increasingly  on  exports  of  machinery  and 
equipment.  These  are  planned  to  be  27  per  cent 
greater  than  in  1959  and  to  contribute  18  per  cent  of 
the  total  in  1960,  taking  second  place  after  petroleum 
products. 

If  the  planned  rise  of  25  per  cent  or  more  in  exports 
is  achieved,  the  resultant  possibility  of  raising  imports 
by  around  one-fifth  should  considerably  improve  the 
flexibility  of  the  Rumanian  economy  this  year,  particu¬ 
larly  since  it  is  expected  that  needs  for  imports  of 
agricultural  products  will  be  considerably  reduced. 
Imports  of  sugar  and  edible  oils  can  probably  be 
dispensed  with,  as  planned;  imports  of  hides  and 
skins  are  being  steadily  diminished;  and  rising 
synthetic  fibre  production  is  expected  to  check  the 
growth  of — or  even  to  reduce  —  imports  of  cotton 
and  wool. 

Long-term  Plans  for  External  Trade 

During  recent  months,  the  plans  for  external  trade 
over  the  long-term  plan  periods  ending  in  1965  have 
been  progressively  translated  into  a  network  of 
bilateral  trade  agreements  among  the  countries  of 
the  area.  Although  there  may  well  be  some  margin 
(for  at  present  unforeseen  opportunities)  incorporated 
in  the  total  values  —  and  implied  expansion  —  of 
trade  written  into  the  long-term  agreements,  the 
figures  in  the  last  two  columns  of  Table  11  sug¬ 
gest  that  the  original  plans  for  1965  may  well  be  in 
process  of  upward  revision.®®  Moreover,  it  has  been 
stated  that  the  Hungarian  agreements  with  other 
CMEA  countries  provide  for  a  doubling  of  trade  with 
the  group  between  1958  and  1965.  This  would  imply 


**  According  to  Mr.  Gheorghiu-Dej  (Scinteia,  6  December 
1959)  “  the  commercial  balance  will  be  active  and  the  balance 
of  payments  in  equilibrium  ”. 

In  the  recently  published  directives  for  the  1960-1965  Plan, 
which  provide  for  a  doubling  of  Rumanian  foreign  trade  over 
this  period,  it  is  stated  that  “  the  development  of  the  volume  of 
foreign  trade  is  to  be  achieved  in  the  first  place  by  the  develop¬ 
ment  of  trade  with  the  socialist  countries,  in  which  —  more¬ 
over  —  the  principal  place  will  continue  to  be  taken  by  exchanges 
with  the  Soviet  Union  ”. 

**  This  appears  to  be  confirmed  by  the  communique  issued 
by  the  permanent  commission  on  foreign  trade  of  the  CMEA 
after  its  meeting  in  Moscow  from  8-9  June  1960  (Cf.  Rude 
Prdvo,  12  June  1960). 
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Table  11 

Summary  of  trade  expansion  proyided  for  under  1961-1965  bilateral  agreements 
and  the  long-terms  plans 


Base  year  for  index 

Index  of  planned  { 

Inder  of  planned  world  trade  of 

B 

numbers  in  cols. 

mutual  trade  in  I 

each  partner  in  1965 

4  to  6 

1963 

A  B 

Bulgaria . 

Soviet  Union  .  .  . 

1958 

160 

■■ 

150-200® 

Czechoslovakia  .  .  . 

Hungary . 

1960 

160 

141 

119 

Czechoslovakia  .  .  . 

Soviet  Union  .  .  . 

1959 

148 

155 

125-165“ 

Czechoslovakia  .  .  . 

Poland . 

1960 

178 

141 

124 

Czechoslovakia  .  .  . 

Eastern  Germany 

1960 

122 

141 

Eastern  Germany  .  . 

Soviet  Union  .  .  . 

1958 

ca.  160*“ 

175 

150-200“ 

Eastern  Germany  .  . 

Albania . 

1960 

177 

Hungary . 

Soviet  Union  .  .  . 

1958 

200 

155 

150-200“ 

Poland . 

Soviet  Union  .  .  . 

1958 

>200 

146 

150-200“ 

Poland . 

Hungary . 

1960 

210 

124 

119 

Rumania . 

Bulgaria . 

1959 

300-400 

200 

Sources:  Rudd  Prdvo,  12  February  1960,  21  March  1960,  2  April  1960, 
29  April  1960,  3  May  1960,  2  June  1960;  Zahranlinl  Obchod,  No.  4,  1960,  p.  4; 
Polilickd  ekonomie.  No.  5,  I960;  Pldnovand  Hospoddfstvl,  No.  5,  I9M;  Sclnteia, 
22  December  1939  and  IS  May  1960. 


Note. — The  terms  of  each  agreement  are  as  reported  by  country  A. 
See  also  the  Survey  for  1939,  Chapter  111,  pp.  44-43. 


a  value  of  Hungarian  trade  with  other  CMEA  members 
in  1965  about  equal  to  that  foreseen  for  total  trade 
with  all  areas  in  the  original  plan.®’  The  agreements 
are  not,  of  course,  contracts,®®  but  they  offer  some 
further  indication  of  the  pattern  of  expansion  of  the 
intra-trade  of  the  CMEA  countries  that  is  now  ex¬ 
pected.  The  planned  increases  in  trade  under  agree¬ 
ments  already  known  to  the  secretariat  are  sum¬ 
marized  in  Table  1 1 ;  but  the  figures  in  the  table  should 
be  regarded  as  no  more  than  approximate  indications 
of  the  planned  magnitudes.  Other  agreements  are 
under  negotiation  or  have  already  been  signed,  but  the 
details  have  not  yet  been  published. 

The  1961-1965  agreement  between  Bulgaria  and  the 
Soviet  Union  provides,  inter  alia,  for  an  acceleration  of 
Soviet  supplies  of  equipment  and  purchases  of  food¬ 
stuffs,  as  does  the  former  country’s  agreement  with 
eastern  Germany. 

”  See  the  Survey  for  1959,  Chapter  III,  Table  27. 

“  According  to  an  Assistant  Minister  for  Foreign  Trade  of 
Hungary,  the  long-term  agreements  reflect  the  recommendations 
of  the  CMEA  on  output  specialization  and  related  inter-member 
trade  flows.  The  planning  offices  of  the  member  countries  ensure 
the  incorporation  of  these  trade  flows  into  national  plans  and 
bilateral  trade  agreements,  which  already  cover  70  per  cent  of 
expected  Hungarian  foreign  trade  during  1961-1965  (Nepszabad- 
sdg,  10  May  1960).  According  to  another  source,  70  per  cent 
of  Hungarian  trade  covered  by  agreements  with  other  CMEA 
countries  is  already  established  under  contracts  or  regarded  as 
almost  equally  firmly  committed  {Nepszahadsdg,  15  November 
1959). 


The  Czechoslovak  agreement  with  the  Soviet 
Union  provides  for  a  total  turnover  of  30  billion 
roubles  during  the  five  years  and  is  expected  to  taise 
the  share  of  the  latter  country  in  total  Czechoslovak 
trade  from  35.5  per  cent  in  1959  to  42  per  cent  in  1965,®* 
while  the  share  of  all  “  socialist  ”  countries  ®*  rises 
from  72  p  ^  '''nt  to  75  per  cent.  The  east  German 
agreement  witii  the  Soviet  Union,  which  was  briefly 
reviewed  in  the  last  Survey,®^  seems  to  imply  a  fall  in 
the  Soviet  Union’s  share  in  the  former  count'y’s  trade, 
whereas  its  share  in  Hungarian  trade  is  clearly  expected 
to  increase.  Over  the  whole  five  years  of  the  latter 
agreement  trade  will  amount  to  12  billion  roubles,  or 
60  per  cent  more  than  in  the  preceding  five  years,  with 
Soviet  supplies  of  engineering  products  to  Hungary 
170  per  cent  greater  and  Hungarian  deliveries  in  the 

'•  During  1961-1965  the  Soviet  Union  is  to  supply  Czecho¬ 
slovakia  with  38  million  tons  of  iron  ore.  680,000  tons  of  man¬ 
ganese  ore,  22  million  tons  of  crude  oil,  8.5  million  tons  of  hard 
coal,  1.18  million  tons  of  apatite  concentrate  and  300,000  tons 
of  cotton.  Machinery  and  equipment  deliveries  from  the  Soviet 
Union  should  be  twice  as  great  as  during  1956-1960  and  Czecho¬ 
slovakia  will  also  import  from  the  Soviet  Union  160,000  tons  of 
meat  and  320,000  tons  of  fats.  In  return  Czechoslovakia  will 
export,  inter  alia,  715,000  tons  of  sugar  and  over  63  million  pairs 
of  leather  shoes,  together  with  three  times  the  1956-1960  volume 
of  exports  of  equipment  for  the  chemicals  industry.  The  bulk  of 
Czechoslovak  deliveries  will,  in  fact,  consist  of  machinery. 

*®  Including  Y’lgoslavia. 

**  See  the  Survey  for  1959,  Chapter  III,  pp.  44  and  45,  also  on 
the  Hungary/Czechoslovakia  and  Czechoslovakia,  Poland  agree¬ 
ments. 
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same  product  group  80  per  cent  greater.®*  The  Polish 
agreement  with  the  Soviet  Union  provides  for  a 
similar  trade  expansion,  with  a  turnover  of  22  billion 
roubles  during  the  five  years  also  representing  a  60 
per  cent  increment  over  the  preceding  comparable 
period.  The  rise  between  1958  and  1965  in  Poland’s 
trade  with  all  countries  of  the  eastern  trade  area  (with 
most  of  which  long-term  trade  agreements  have  now 
been  signed)  is  estimated  at  62  per  cent,®*  incorporating 
a  doubling  of  trade  with  the  Soviet  Union  alone  and  — 
in  its  commodity  composition  —  a  marked  shift  of 
exports  towards  engineering  products.®* 

In  addition  to  those  listed  in  Table  11,  eastern 
Germany  has  negotiated  trade  agreements  covering 
the  years  1961-1965  with  Bulgaria,  Hungary,  Poland 
and  an  agreement  for  1960-1962  with  mainland  China. 
The  agreement  with  Bulgaria  provides  for  a  total  turn¬ 
over  during  the  five  years  of  3.1  billion  roubles,  i.e. 
50  per  cent  greater  than  in  the  preceding  comparable 
period  (ora  yearly  average  32  per  cent  above  the  1958 
level),  and  the  agreements  with  Hungary  and  Poland 
for  turnovers  of  4.2  billion  and  5.6  billion  roubles  re¬ 
spectively,  corresponding  to  average  annual  levels  of 


trade  75  per  cent  and  22.5  per  cent  above  those  of  1958. 
The  east  German  agreement  with  mainland  China  pro¬ 
vides  for  a  10  per  cent  annual  rise  of  trade  from  1960 
to  1962;  and  fairly  rapidly  expanding  trade  with  this 
country  is  foreseen  by  other  countries  of  the  area  also. 

An  agreement  between  Rumania  and  Hungary  pro¬ 
vides  for  a  doubling  of  trade  turnover  in  1961-1965 
compared  with  the  preceding  five  years ;  and  an  agree¬ 
ment  between  Rumania  and  Poland  provides  for  an  in¬ 
crease  in  turnover  of  65  per  cent  over  the  same  period. 


Soviet  supplies  to  Hungary  under  the  agreement  are  to 
include,  inter  alia,  9  million  tons  of  iron  ore,  3.8  million  tons  of 
coke  or  coking  coal,  6.6  million  tons  of  crude  petroleum, 
188,000  tons  of  cotton,  800,000  tons  of  apatite  concentrates  and 
5.7  million  cubic  metres  of  timber.  Hungarian  counter  deliveries 
will  include  122  ships  and  river  boats,  360  floating  and  other 
cranes,  5,500  metal-working  machine  tools,  193  diesel  trains  and 
large  quantities  of  telecommunication  equipment  and  controlling 
and  measuring  instruments.  (Ndpszabadsdg,  7  May  1960.) 

**  Try  buna  Ludu,  11  May  1960. 

**  In  1965,  the  eastern  trade  area  is  exp^ted  to  absorb  some 
70  per  cent  of  Poland’s  exports  of  engineering  products;  100  per 
cent  of  all  exports  of  brown  coal;  over  50  per  cent  of  hard  coal; 
70  per  cent  of  zinc;  74  per  cent  of  cadmium;  73  per  cent  of 
calcined  soda;  about  100  per  cent  of  coke  and  about  50  per  cent 
of  zinc  sheets  and  zinc  alloys. 


5.  Continued  Expansion  in  Western  Europe 


The  present  economic  situation  of  western  Europe 
can  be  considered  as  highly  favourable  on  several 
grounds:  industrial  expansion,  which  started  early  in 
1959,  continues  at  a  very  high  rate;  productivity 
advances  have  been  considerable,  and  this  —  in  con¬ 
junction  with  moderate  nominal  wage  increases  and 
stable  prices  for  imported  raw  materials  —  has  been 
responsible  for  a  remarkable  degree  of  price  stability; 
and  western  Europe’s  foreign  exchange  reserves 
remain  at  a  comfortable  level. 

However,  in  a  number  of  countries  the  very  pace  of 
the  expansion  is  beginning  to  give  rise  to  concern  that 
physical  limitations,  in  particular  labour  shortages, 
may  slow  down  the  rate  of  growth  of  output  while 
demand  may  expand  at  an  unabated  rate,  thus  leading 
to  the  re-emergence  of  a  wage/price  spiral  or  increasing 
balance-of-payments  deficits  or  both. 

Two  questions  therefore  call  for  investigation:  to 
what  extent  do  physical  limitations  constitute  a  serious 
impediment  to  the  maintenance  of  a  high  rate  of 
expansion  throughout  1960;  and  what  will  be  the 
probable  effects  on  economic  activity  of  the  policies 
devised  to  forestall  the  appearance  of  inflationary 
pressures  ? 

Although  moderate  changes  in  the  level  of  economic 
activity  in  the  United  States  appear  to  have  less 
immediate  and  direct  effects  on  western  Europe’s 


output  than  was  the  case  during  most  of  the  fifties, 
the  influence  of  such  changes  on  the  buoyancy  of 
business  expectations  in  western  Europe  remains 
important.  It  seems  most  unlikely,  however,  that  the 
development  of  the  United  States  economy  in  1960 
will  have  a  damping  effect  on  the  rate  of  expansion 
of  western  European  output  in  the  remainder  of  this 
year.  During  the  first  quarter  of  the  year  industrial 
production  in  the  United  States  rose  less  than  had  been 
expected  —  its  diminished  rate  of  growth  being 
attributable  primarily  to  the  steel  and  automobile 
industries.  Following  the  settlement  of  the  steel  strike, 
steel  output  rose  very  steeply,  but  production  has  sub¬ 
sequently  been  much  reduced  in  response  to  a  smaller 
degree  of  stock-building  by  consumers  than  was 
anticipated.  By  the  early  months  of  the  year  automo¬ 
bile  stocks  had  been  built  up  to  such  levels  that 
production  was  reduced.  Retail  trade  turnover  has 
continued  to  rise  and  total  employment  has  also 
increased.  Inquiries  into  investment  plans  showed  a 
slight  upward  revision  between  January  and  April, 
mostly  in  new  machinery  and  equipment.  However, 
the  inflow  of  new  orders  for  machine  tools  was 
disappointing  in  April  and  May,  though  net  new 
foreign  orders  (principally  for  western  Europe)  have 
been  the  highest  on  record.  One  uncertain  element  in 
forecasting  developments  in  1960  is  the  size  and  com¬ 
position  of  the  federal  budget  —  which  is  always  an 
imponderable  in  an  election  year.  Other  indicators. 
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Table  12 

Sapply  and  use  of  resources  in  western  Europe 

Percentage  change  in  volume  from  the  previous  year 


Country 

Resources  | 

Utilization  j 

Change  in  stocks 
Percentage  of 
gross  national 
product 
current  prices 

Gross 

national 

product 

Imports 

Total 

Gross  fixed  capital  formation 

of  which: 
Manufacturing 
Total  and 

construction 

industries 

Private 

consump¬ 

tion 

Public 

consump¬ 

tion 

Exports 

Austria . 

1957 

5.5 

14.5“ 

5.7 

6.7 

1 

11.4 

3.1 

7.0 

15.4“ 

1.2 

1958 

3.3 

2.0“ 

2.9 

3.4 

1.3 

4.2 

3.7 

-0.5“ 

-0.4 

1959 

3.8 

10.5“ 

5.3 

4.2 

5.1 

3.6 

7.4“ 

-0.5 

Belgium  .... 

1957 

3.1 

3.1 

3.1 

2.1 

3.3 

-0.4  • 

2.2 

1.2 

1958 

-0.8 

-2.2 

-1.2 

-6.7 

-1.6 

0.6 

3.2 

0.8 

1959 

2.5 

9.0 

4.1 

4.0 

2.0 

2.0 

4.0 

Denmark*  .  .  . 

1957 

5.4 

3.4 

4.9 

3.8 

32.0 

3.4 

2.0 

8.2 

1.6 

1958 

2.3 

6.1 

3.2 

5.0 

4.5 

3.5 

3.3 

8.7 

-0.5 

1959 

4.5 

19.8 

8.3 

9.8 

7.9 

3.8 

5.5 

0.8 

Finland  *  .  .  .  . 

1957 

2.0 

-2.5 

1.0 

-1.5 

-2.5 

2.0 

10.0 

1958 

-0.5 

-10.2 

-2.2 

-2.0 

-3.4 

3.1 

-1.8 

1959  c 

3.0 

15.0 

5.0 

3.0 

4.0'* 

d 

11.0 

France . 

1957 

6.2 

6.7 

6.3 

10.4 

5.3 

8.7 

5.6 

0.7 

1958 

2.1 

-1.3 

1.6 

2.2 

-0.2 

-0.8 

5.2 

1.5 

1959  6 

2.2 

-5.4 

1.1 

-0.9 

1.0 

5.8 

11.0 

0.6 

Italy . 

1957 

5.6 

122 

6.5 

7.6 

9.9  « 

4.2 

1.8 

21.2 

0.5 

1958 

4.1 

3.5  ! 

0.1 

-3.8  « 

3.0 

8.8 

5.5 

0.6 

1959 

6.6 

9.3 

7.0  j 

8.2 

6.8  « 

4.8 

3.2 

16.7 

0.6 

Netherlands  .  .  . 

1957 

1.8 

3.2 

2.3 

7.0 

-5.0 

-0.5 

0.4 

5.1 

2.9 

1958 

0.9 

-4.0 

-0.8 

-8.9 

-12.3 

2.0 

-1.4 

6.2 

0.7 

1959 

5.1 

11.7 

7.2 

10.2 

11.8 

3.5 

-0.2 

10.8 

1.3 

Norway  *  .  .  .  . 

1957 

2.6 

1.3 

2.2 

4.3 

8.9 

1.9 

3.9 

3.5 

0.9 

1958 

0.7 

2.5 

1.2 

5.4 

-2.7 

-0.3 

2.8 

2.3 

-0.5 

1959 

4.4 

3.5 

4.1 

-2.9 

3.8 

4.4 

9.5 

0.1 

Sweden  *  .  .  .  . 

1957 

3.4 

7.1  “ 

4.1 

2.6 

_ 

1.8 

3.2 

9.1/ 

2.1 

1958 

0.9 

1.9“ 

1.1 

2.7 

4.6 

-1.1/ 

-0.2 

1959 

5.3 

5.0“ 

5.3 

7.8 

6.0 

3.8 

6.5 

6.7/ 

-0.4 

United  Kingdom 

1957 

1.4 

2.0 

1.5 

4.3 

5.0 

2.1 

-3.5 

1.6 

1.3 

1958 

— 

0.4 

0.1 

0.6 

-4.8 

2.3 

-3.4 

0.6 

1959 

3.1 

7.5 

3.9 

4.6 

-8.2 

3.8 

2.7 

2.5 

1.0 

Western  Germany 

1957 

5.4 

15.8 

7.1 

-0.9 

6.0 

5.5 

16.0 

2.5 

1958 

2.8 

10.1 

4.2 

5.2 

0.9 

4.6 

6.5 

5.1 

1.4 

1959 

5.7 

17.5 

8.0 

10.4 

5.0 

9.6 

13.6 

1.0 

Eleven  countries  . 

1957 

4.2 

6.7 

4.7 

3.8 

2.8 

8.0 

1958 

1.6 

1.7 

1.6 

1.7 

1  2.0 

1.2 

2.4 

,  . 

1959 

4.0 

8.4 

4.8 

5.4 

i  3.5 

i 

5.9 

9.0 

Sources:  National  statistics;  OEEC  Statistical  Bulletins  —  General  Statis¬ 
tics.  Estimates  for  Belgium  in  I9S9,  from  Communaut6  Economique  Europ6- 
enne.  La  situation  economique  de  la  Communauti  et  les  perspectives  pour  I960, 
Brussels,  March  I960. 

Note.  —  The  computations  in  this  table  are  based  more  on  national 
statistics  than  on  OEEC  statistics,  and  are  therefore  not  fully  comparable  with 
those  shown  in  similar  tables  in  earlier  secretariat  publications, 
n  Commodity  trade  only. 


^  Data  for  gross  national  product  and  capital  formation  include  repairs  and 
maintenance,  except  for  investment  in  the  manufacturing  and  construction 
industries  in  Denmark  and  Norway. 

*  Preliminary. 

The  average  increase  of  private  and  public  consumption  is  given  under 
private  consumption. 

*  Including  mining  and  quarrying,  and  public  utilities. 
f  Commodity  exports,  f.o.b.,  plus  net  invisibles. 
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such  as  stock  movements  and  the  volume  of  resi¬ 
dential  building,  point  to  a  decline  in  the  latter  half 
of  the  year,  though  the  recent  easing  of  credit  may 
somewhat  strengthen  demand  for  dwellings.  On 
balance  the  probability  is  that  total  output  in  the 
United  States  in  1960  will  change  little,  and  to  that 
extent  will  be  almost  neutral  in  its  effect  on  western 
European  expansion. 

National  Output  in  1959 

The  total  output  of  western  Europe  rose  in  1959  by 
some  4  per  cent.  The  largest  increase  occurred  in 
Italy,  as  had  also  been  the  case  in  1958,  with  western 
Germany  again  in  second  place  (see  Table  12).  The 
other  countries  whose  national  output  rose  by  more 
than  the  western  European  average  in  1959  were 
Sweden,  the  Netherlands,  Denmark  and  Norway. 

The  most  potent  forces  initiating  the  upswing  in 
several  countries  were  the  increase  in  housebuilding 
activity  and  demand  for  consumers’  durables.®®  For 
the  greater  part  of  1959  the  principal  sectors  of 
expanding  demand  were  exports  and  public  con¬ 
sumption  and  investment  (including  residential  con¬ 
struction),  though  in  the  latter  part  of  the  year  private 
investment  and  consumption  made  rapid  advances  in 
several  countries.  The  rates  and  structure  of  the  growth 
of  western  Europe’s  export  trade  in  1959  and  early 
1960  are  considered  in  section  6.  Here  it  is  worth 
stressing  simply  that  with  few  exceptions  (e.g.  Denmark 
and  Belgium-Luxembourg)  the  pace  of  export  expan¬ 
sion  was  in  1959  much  higher  than  in  the  previous  year 
(often  by  as  much  as  three  times);  and  the  growth  of 
output  was  greatest  in  countries  where  exports  grew 
most  —  Italy,  western  Germany,  Sweden  and  the 
Netherlands  (Finland  and  France  are  exceptions).  The 
increasing  degree  of  interdependence  of  western 
European  trade  plainly  allows  the  more  rapid  trans¬ 
mission  from  one  country  to  another  of  cyclical 
upturns.  This  process  was  observable  throughout 
1959,  when  the  strengthening  of  export  demand  was 
both  symptom  and  cause  of  the  re-expansion.  Of 
course  this  very  cohesion  exacts  a  price  for  the  benefits 
which  it  brings  in  the  upswing:  it  is  also  the  vehicle 
for  the  quicker  propagation  of  inflationary  and  defla¬ 
tionary  pressures  arising  in  the  large  countries. 

A  high  rate  of  increase  of  gross  fixed  capital  forma¬ 
tion  was  in  general  a  feature  of  the  expansion  of  output 
in  1959.  In  the  first  half  of  the  year  public  investment 
and  private  investment  in  residential  construction 
expanded  more  than  private  fixed  investment  in 
manufacturing,  which  was  still  depressed  in  the  early 
months  of  the  year  by  lingering  doubts  about  the 
permanence  and  pace  of  the  revival.  In  the  latter  part 

See  the  Economic  Bulletin  for  Europe,  Vol.  11,  No.  3,  p.  5; 
and  the  Econonuc  Survey  of  Europe  in  1959,  Chapter  I,  pp.  1-3. 


of  the  year  the  vigorous  recovery  of  industrial  output, 
associated  with  the  growing  tightness  of  the  labour 
market  in  several  countries,  engendered  a  steep 
upturn  in  the  planned  volume  of  private  investment 
in  manufacturing.  By  the  last  quarter  of  1959  and  the 
first  quarter  of  1960  this  revision  was  already  apparent 
in  the  statistics  of  business  fixed  investment  —  par¬ 
ticularly  in  the  capital-goods  industries  —  primarily 
intended  to  increase  labour-saving  equipment  but  also 
to  extend  capacities. 

The  expansion  of  public  consumption  was  more 
pronounced  than  that  of  private  consumption  in  the 
countries  with  the  highest  rates  of  growth  in  1959  — 
except  in  Italy,  where  the  increase  in  public  expen¬ 
diture  in  the  previous  year  had  been  particularly  high; 
western  Germany  and  Sweden  both  increased  their 
public  consumption  by  9.6  per  cent  and  about  7  per 
cent  respectively  over  the  previous  year’s  level.  In  other 
countries  there  were  smaller  but  none  the  less  strong 
increases  in  public  consumption  expenditure  reflecting 
the  generally  expansionary  policies  pursued  during  the 
early  stages  of  the  revival.  Private  consumption  also 
expanded  during  the  year  (except  in  France)  —  al¬ 
though  generally  more  slowly  than  other  sectors  of 
demand.  This  upward  movement  was  accelerated  in 
the  latter  half  of  the  year  as  employment,  and  hence 
incomes,  increased.  Expenditure  on  consumers’  dura¬ 
ble  goods  rose  rapidly,  and  motor-cars  were  in  particu¬ 
larly  strong  demand.  Higher  expenditure  on  clothing 
was  also  prominent  in  several  countries. 

The  volume  of  imports  rose  substantially  between 
1958  and  1959  in  all  countries  except  France  and 
Spain,  and  they  contributed  a  larger  share  to  total 
available  resources  in  the  majority  of  countries. 

Industrial  Production 

The  steep  rise  in  total  industrial  production  which 
occurred  throughout  1959  in  most  western  European 
countries  has  continued  unabated  in  the  first  quarter 
of  1960:  there  is  little  to  suggest  any  slackening  of 
pace  (see  Table  13).  For  12  western  European  coun¬ 
tries  the  increment  in  total  industrial  output  in  1959 
over  1958  amounted  to  some  7  per  cent;  in  the  first 
quarter  of  1960  the  increment  was  almost  twice  as 
great — just  over  12  per  cent  —  compared  with  the 
first  quarter  of  1959.  The  following  figures  show  that 
five  countries  were  very  close  to  this  average:  three 
countries  had  much  higher  rates  —  Finland,  Italy, 
and  Yugoslavia;  and  four  —  Austria,  Belgium,  Norway 
and  Sweden  —  we- '  rather  below  average.  In  Spain 
the  increase  showi,  by  the  index  of  industrial  pro¬ 
duction  was  7  per  cent,  but  this  figure  does  not  reflect 
the  crisis  which  small  firms  underwent  as  a  result  of 
the  slack  in  domestic  demand  following  the  Stabiliza¬ 
tion  Programme.  Inter-country  differences  in  rates 
of  expansion  of  industrial  output  as  shown  in  the 
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Table  13 


Index  numbers  of  industrial  production  in  selected  western  European  countries  and  the  United  States 

1953  =  100,  seasonally  adjusted 


Country 

1957 

1958 

1959 

1958 

1959 

I960 

1 

II 

III 

IV 

I 

II 

III 

IV 

I  April 

Austria . 

146 

156 

153 

151 

151 

152 

152 

156 

159 

164 

160 

Belgium . 

115 

119 

119 

113 

115 

114 

114 

118 

120 

125 

124 

125 

Denmark . 

121 

125 

135 

123 

123 

125 

127 

125 

134 

139 

142 

140 

142 

Finland . 

134 

129 

138 

■EH 

126 

130 

127 

130 

139 

142 

142 

156 

150 

France . 

145 

156 

153 

153 

151 

151 

151 

157 

160 

169 

168 

169 

Western  Germany  .... 

147 

162 

151 

150 

151 

154 

155 

159 

163 

171 

174 

176 

Italy . 

138 

143 

158 

141 

139 

142 

148 

153 

152 

157 

168 

179 

173 

Netherlands . 

126 

138 

124 

126 

127 

129 

1.33 

137 

139 

143 

151 

150 

Norway . 

129 

125 

123 

125 

125 

127 

125 

130 

133 

133 

135 

138 

Sweden . 

119 

118 

123 

120 

118 

116 

■Fil 

121 

121 

122 

128 

130 

129 

United  Kingdom . 

116 

114 

122 

116 

114 

114 

114 

116 

119 

122 

126 

129 

131 

Yugoslavia . 

170 

188 

212 

182 

184 

186 

198 

201 

209 

214 

226 

235 

235 

United  States . 

115 

99 

98 

104 

108 

112 

119 

115 

115 

121 

120 

Sources:  OEEC  Statistical  Bulletins  —  General  Statistics,  Part  I:  Main  economic  indicators:  and  national  statistics. 


figures  below  do  not  uniformly  reflect  the  vigour  of 
the  upswing,  since  in  several  countries  (e.g.  Belgium, 
France,  Denmark,  Norway  and  Sweden)  the  revival 
got  under  way  only  late  in  the  first  quarter  or  in  the 
second  quarter  of  last  year;  whereas  in  others  — 
western  Germany  and  the  Netherlands  —  recovery 
had  set  in  much  earlier.  When  the  results  for  the  first 
quarter  of  1960  (seasonally  adjusted)  are  compared 
with  those  for  the  fourth  quarter  of  1959,  a  very 
modest  slowing  down  is  observed  in  some  countries 
(Denmark,  France  and  Belgium),  but  the  comparison 
of  changes  between  the  first  and  fourth  quarters  is 
an  unreliable  guide  to  ascertaining  the  movement  of 
the  trend.®’  In  all  western  European  countries  output 
is  now  above  the  peaks  reached  before  the  slow-down 


—  in  most  of  them  by 

a  substantial  margin. 

Percentage  increases  in  total  industrial  production 

First  quarter  1960  over  first  quarter  1959 

Austria . 

8 

Netherlands . 

14 

Belgium . 

9 

Norway . 

8 

Denmark . 

12 

Sweden . 

7 

Finland . 

20 

United  Kingdom  .  .  . 

11 

France . 

11 

Yugoslavia . 

17 

Western  Germany  .  . 

12 

United  States  .  .  .  . 

8 

Italy . 

17 

As  noted  above,  and  in  conformity  with  the  general 
rule  observable  for  some  years,  the  greatest  expansion 
of  industrial  output  has  occurred  in  those  countries 

•‘The  recovery  started  earlier  in  Norway  —  in  the  autumn 
of  1958  —  but  a  very  poor  herring  catch  somewhat  depressed 
the  seasonally  adjusted  index  (as  used  here)  until  the  second 
quarter  of  1959. 

•’  Principally  because  the  seasonal  adjustment  factors  are  not 
wholly  satisfactory. 


Chart  1 


Industrial  production  by  sectors  for  OEEC  countries 

Index  numbers  of  volume,  first  quarter  1956=100, 
seasonally  adjusted 


1956  1957  1958  1959  1960 


—  T  otal 

—  Chemicals 

—  —  —  Textiles 

—  —  -  _  Metal  using 

. .  Food  processing 

Sources :  OEEC  Statistical  Bulletins  —  General  Statistics;  and  national 
statistics. 
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Table  14 


Prodaction  and  exports  of  motor  vehicles  in  the  principal  producing  countries  of  western  Europe 

Thousands  of  units,  at  quarterly  rates 


Passenger  cars  | 

Commercial  vehicles 

1958 

1959 

1959  1 

mm 

1959  1 

I960 

I 

II 

III 

IV 

m 

I 

II 

III 

IV 

I 

France: 

Production . 

231 

271 

266 

300 

218 

301 

312 

50 

49 

48 

50 

38 

59 

60 

Exports . 

80 

129 

105 

146 

116 

157 

169 

9 

12 

10 

11 

11 

15 

19 

of  which',  to  USA  .  . 

22 

43 

36 

46 

44 

46 

43“ 

— 

— 

— 

— 

— 

— 

— 

Western  Germany: 

Production . 

327 

376 

348 

379 

351 

425 

462 

47 

52 

48 

53 

51 

56 

57 

Exports . 

162 

196 

172 

200 

181 

231 

224 

21 

26 

21 

28 

24 

30 

28 

of  which',  to  USA  .  . 

36 

58 

51 

57 

57 

68 

63 

3.1 

4.1 

3.6 

5.6 

3.4 

3.8 

4.8 

Italy: 

Production . 

92 

118 

100 

126 

107 

138 

151  “ 

8 

8 

7 

7 

7 

10 

10 

Exports . 

40 

53 

47 

58 

48 

60 

62“ 

1.1 

0.9 

0.3 

0.8 

1.0 

1.3 

2.0 

of  which',  to  USA  .  . 

7.5 

12.2 

10.5 

14.6 

10.2 

12.6 

11.4“ 

— 

— 

— 

— 

— 

— 

— 

United  Kingdom: 

Production . 

263 

297 

258 

315 

254 

363 

393 

78 

93 

79 

97 

89 

105 

124 

Exports . 

113 

135 

113 

156 

123 

147 

173 

14 

16 

14 

17 

14 

18 

17 

of  which:  to  USA  .  . 

38 

32 

49 

60 

53 

46 

55 

0.9 

1.5 

1.4 

2.0 

1.5 

1.1 

0.8 

Sources:  National  statistics.  Note.  —  Exports  of  “  chassis  with  engine  ”  are  excluded  from  the  export 

“  Figures  based  on  two  months.  “**  countries,  since  only  the  Unit^  Kingdom  gives  their  distribution 

*  between  passenger  and  commercial  vehicles. 


where  exports  have  been  most  dynamic.  Finland  and 
Italy  are  cases  in  point.*®  In  Finland  the  bulk  of  the 
expansion  occurred  in  the  principal  export  industry  — 
paper  and  pulp,  with  strong  increases  in  metal  process¬ 
ing  ;  early  in  1959  the  expansion  of  output  of  consumers’ 
goods  was  greater,  but  in  the  last  quarter  and  the 
earlier  months  of  1960  output  of  investment  goods 
began  to  rise  at  a  higher  rate  than  that  of  consumers’ 
goods.  Export  industries  have  also  been  in  the  fore¬ 
front  of  the  expansion  in  Italy:  there  have  been  large 
gains  in  output  of  engineering  goods,  textiles,  and 
steel  —  production  of  which  was  31  per  cent  higher 
in  the  first  five  months  than  in  the  corr  sponding 
period  of  last  year. 

In  western  Europe  generally,  the  steel,  metal  process¬ 
ing,  engineering,  chemicals  and  textiles  industries  have 
all  recorded  high  rates  of  growth  of  output  over  the 
past  year  (see  Chart  1  and  Table  14).  Crude  steel  pro¬ 
duction  rapidly  recovered  during  1959  and  by  the  first 
quarter  of  1960  was  far  above  the  pre-recession  peak 
(last  quarter  1957)  in  all  countries;  by  16  per  cent  in  the 
whole  ECSC  group,  of  which  by  17  per  cent  in  western 
Germany  (including  the  Saar)  and  15  per  cent  in 
Italy  and  the  other  ECSC  members  (see  Table  15). 
Both  the  buoyancy  of  activity  in  the  metal-using 
industries  and  the  boom  in  construction  augur  well 
for  the  maintenance  of  current  rates  of  expansion  of 


demand  for  steel  throughout  1960;  but  by  the  end  of 
1959  crude  steel  capacity  in  western  Europe  was 
generally  very  fully  utilized  and  the  available  margin 
for  expansion  of  steel  consumption,  without  a  rise 
in  steel  imports  or  a  fall  in  exports,  is  not  therefore 
very  wide. 

Except  in  Norway,  where  there  was  no  increase 
(for  the  most  part  due  to  the  stagnation  of  ship¬ 
building),  the  output  of  the  metal-using  industries 
in  the  major  industrial  countries  continued  to  grow 
fast  in  the  first  quarter  of  1960,  when  it  was  almost 
12  per  cent  greater  than  a  year  earlier  —  reflecting 
currently  high  rates  of  both  industrial  investment  and 
purchases  of  consumers’  durables  such  as  automobiles. 
In  the  United  Kingdom,  engineering  production  was 
16  per  cent  greater  in  the  first  quarter  than  in  the 
corresponding  period  of  last  year  —  with  the  increase 
concentrated  on  capital  goods.  During  the  first 
four  months  of  the  year  new  orders  for  machine  tools 
m  the  United  Kingdom  have  outstripped  the  rise  in 
output  and  the  running  down  of  order-books  has  thus 
been  reversed;  the  steep  increase  in  orders  in  recent 
months  has  been  more  marked  in  exports  than  in  the 
domestic  market.  In  western  Germany  production 


“  In  Finland,  however,  slow  rates  of  growth  of  agricultural 
output  and  services  meant  that  gross  national  product  rose  by 
only  3  per  cent. 
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Table  15 

Production  of  crude  steel  in  selected  western  European  countries 

Thousands  of  tons 


Country 

1958  1 

1959 

I960 

I 

II 

III 

IV 

I 

II 

III 

IV  j 

I 

April 

Belgium . 

1  579 

1  457 

1  471 

1  500 

1475 

1  594 

1  592 

1  772 

1  819 

592 

France  . 

3  847 

3  715 

3  366 

3  704 

3644 

3  837 

3  535 

4  180 

4  333 

1431 

Saar . 

896 

839 

893 

857 

880 

914 

921 

899 

|  8  529 

2  659 

Western  Germany  .  . 

6  262 

5  612 

5  569 

5  343 

5  407 

6  389 

6  930 

7  098 

Italy . 

1  632 

1  585 

1475 

1  573 

1  520 

1  632 

1  658 

1  945 

2  026 

671 

Luxembourg  .... 

856 

836 

827 

860 

854 

914 

920 

977 

1  027 

338 

Netherlands . 

348 

360 

354 

376 

397 

397 

409 

467 

476 

158 

Total  ECSC . 

15  420 

14  404 

13  955 

14  213 

14177 

15  677 

15  967 

17  338 

18  210 

5  849 

Austria . 

616 

594 

603 

582 

587 

594 

643 

688 

756 

254 

Sweden . 

641 

589 

503 

670 

727 

733 

606 

777 

859* 

United  Kingdom  .  . 

5  563 

5  132 

4  319 

4  868 

4  706 

4  716 

4  802 

5  330 

6  239 

1  912* 

Total  OEEC  .... 

22  506 

20979 

19  614 

20  605 

20  476 

22  000 

22  298 

24  801 

26  400* 

8  375  * 

Spain . 

364 

371 

378 

438 

476 

481 

439 

414 

425* 

Yugoslavia . 

284 

283 

255 

297 

306 

315 

341 

337 

371  * 

127 

Sources:  ECE,  Quarterly  Bulletin  of  Steel  Statistics  for  Europe",  national  statistics. 


in  the  metal-using  industries  was  16  per  cent  higher 
in  the  first  five  months  of  1960  than  a  year  earlier  and 
there  has  been  a  rising  inflow  of  new  orders  — 
especially  great  for  machinery  and  electro-technical 
equipment;  the  value  of  new  orders  in  manufacturing 
industry  in  the  first  quarter  of  1960  was  30  per  cent 
higher  than  a  year  earlier  —  of  these  rather  more 
than  half  consisted  of  export  orders.  The  continued 
dynamism  of  export  demand  for  motor  vehicles  in 
Italy  and  France,  and  the  low  level  of  stocks  of  motor¬ 
cars  in  the  latter,  are  likely  to  sustain  the  present 
rate  of  growth  in  the  metal-using  industries  in  coming 
months. 

With  the  principal  exception  of  the  United  Kingdom, 
the  western  European  chemicals  industries  enjoyed 
an  uninterrupted  expansion  during  the  slow-down  of 
1958  and  have  shown  no  signs  of  faltering  since: 
output  in  the  main  industrial  countries  was  some 
12  per  cent  higher  in  the  first  quarter  of  1960  than 
a  year  earlier.  In  contrast,  textiles  production  had  a 
severe  setback  in  1958  but  has  since  experienced  a 
remarkably  vigorous  revival  almost  everywhere. 
Denmark  and  France  have  deviated  from  the  general 
trend.  After  a  sharp  increase  throughout  1959  Danish 
production  fell  off  in  the  first  quarter  of  1960.  The 
reverse  was  true  in  France:  output  was  stationary  in 
1958  and  during  the  first  three  quarters  of  1959,  but 
registered  in  the  fourth  quarter  an  abrupt  increase 
which  has  since  continued. 

Neither  the  coal  nor  the  shipping  and  shipbuilding 
industries  have  as  yet  benefited  from  the  general 
economic  upsurge,  and  given  the  structural  difficulties 


experienced  by  both  industries,®®  little  increase  of 
output  was  yet  to  be  expected.  The  mild  winter  affected 
demand  for  hard  coal,  with  the  result  that  stocks  in 
the  ECSC  countries  were  13  per  cent  higher  in  the 
first  quarter  of  1960  than  a  year  earlier,  but  no  higher 
than  in  mid-1959.  In  the  United  Kingdom  stocks  have 
now  passed  their  peak,  and  production  has  been 
brought  into  closer  alignment  with  current  demand.*®® 

Dwelling  Construction 

A  rapid  expansion  of  investment  in  building  and 
construction  —  and  especially  of  investment  in  house¬ 
building  —  preceded  the  general  upturn  of  industrial 
output  and  has  now  lasted  some  18  months.  Indeed, 
the  house-building  boom  had  gone  so  far  by  the  end 
of  1959  in  most  countries  (France  was  a  notable 
exception,  as  were  —  to  a  lesser  extent  —  Italy  and 
Norw'ay)  that  shortages  of  both  labour  and  materials 
were  experienced.  In  western  Germany  both  authoriza¬ 
tions  and  completions  in  the  first  quarter  of  1960 
were  up  by  about  10  per  cent  (see  Table  16);  comple¬ 
tions  in  several  of  the  other  countries  listed  rose  by 
similar  amounts  —  with,  however,  markedly  higher 
rates  in  Switzerland  and  Denmark. 

Although  the  volume  of  authorizations  for  new 
housebuilding  is  an  imperfect  indication  of  the  level 
of  demand  in  the  short  run  (permits  are  sometimes 
sought  for  precautionary  motives,  or  far  in  advance 


’•  See  the  Survey  for  1959,  Chapter  I. 

*•*  National  Coal  Board,  Report  and  Accounts  for  1959, 
HMSO,  London.  1960. 
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Table  16 

Dwelling  construction  in  selected  western  European  countries 


Thousands  of  dwellings 


1958 

1 

1959 

i 

I960 

I 

It 

III 

IV  1 

I 

II 

III 

IV 

I 

Belgiuiii . 

Completions  .... 

-21.2  — 

11.4 

14.2 

8.3 

12.4 

12.2 

13.5 

Denmark . 

.  Starts . 

3.4 

6.9 

5.5 

4.6 

4.4 

8.4 

8.4 

6.6 

4.5 

Under  construction  “  . 

16.7 

20.2 

21.1 

20.8 

20.8 

23.8 

26.6 

27.1 

26.2 

Completions  .... 

4.3 

3.5 

4.6 

4.9 

4.4 

5.4 

5.6 

6.2 

5.3 

Finland . 

.  Authorizations  .  .  . 

4.7 

8.0 

8.2 

10.7 

5.4 

8.9 

7.0 

9.8 

7.7 

Completions  .... 

4.9 

4.8 

8.8 

11.5 

4.8 

4.7 

9.1 

11.5 

5.8 

France  . 

.  Authorizations  .  .  . 

75.2 

92.1 

81.3 

96.8 

79.2 

101.4 

76.5 

86.0 

79.8 

Starts . 

75.6 

72.2 

75.6 

78.0 

76.1 

78.1 

77.8 

85.8 

72.6 

Under  construction  “  . 

603.0 

598.1 

Completions  .... 

68.0 

64.1 

71.0 

87.1 

79.2 

72.0 

77.2 

91.8 

69.7 

Western  Germany  . 

.  Authorizations  .  .  . 

104.8 

141.3 

161.7 

148.6 

114.4 

161.1 

162.5 

149.8 

123.5 

Completions  .... 

430 

63.3 

114.0 

234.2 

50.1 

80.4 

124.2 

300.3 

55.9 

Ireland . 

.  Authorizations  .  .  . 

1.2 

1.2 

1.1 

1.2 

1.0 

1.2 

1.1 

1.3 

Starts . 

1.3 

1.0 

1.1 

1.0 

1.0 

1.5 

1.3 

1.5 

Under  construction  “  . 

4.5 

4.2 

4.4 

4.5 

4.4 

4.2 

4.0 

3.9 

Completions  .... 

1.6 

1.3 

0.9 

1.1 

1.1 

1.5 

1.3 

1.6 

1.3 

Italy . 

.  Authorizations  .  .  . 

62.7 

61.5 

59.0 

52.4 

63.2 

69.7 

62.6 

76.1 

56.3 

Completions  .... 

43.7 

43.2 

42.0 

46.8 

44.2 

45.9 

43.4 

50.0 

39.1 

Netherlands  .... 

.  Authorizations  .  .  . 

13.6 

23.0 

22.3 

18.8 

16.9 

23.8 

20.0 

23.7 

19.3 

Starts . 

14.6 

24.1 

25.6 

19.2 

18.1 

26.1 

21.5 

21.4 

18.9 

Under  construction  “  . 

84.3 

85.2 

90.1 

84.1 

86.6 

92.4 

92.8 

87.6 

88.6 

Completions  .... 

20.1 

23.2 

20.7 

25.0 

15.7 

20.3 

21.0 

26.7 

16.9 

Norway . 

Authorizations  .  .  . 

4.8 

6.6 

7.2 

6.8 

4.4 

8.6 

6.9 

7.6 

4.4 

Starts . 

3.4 

7.0 

8.5 

7.4 

3.5 

7.8 

8.0 

7.8 

3.9 

Under  construction  “  . 

22.7 

23.4 

26.1 

24.5 

22.3 

23.9 

26.3 

25.1 

23.5 

Completions  .... 

5.5 

6.2 

5.8 

8.9 

5.8 

6.1 

5.7 

8.9 

5.2 

Portugal . 

.  Completions  .... 

5.5 

7.6 

6.5 

6.8 

00 

6.6 

7.6 

6.0 

Spain . 

.  Authorizations  .  .  . 

23.2 

16.8 

23.6 

22.0 

30.0 

27.7 

23.6 

19.2 

13.3 

Sweden . 

.  Starts . 

6.0 

20.9 

24.8 

17.7 

10.1 

20.6 

21.9 

18.6 

8.7 

Under  construction  “  . 

58.1 

64.9 

77.4 

74.2 

70.4 

73.4 

79.1 

76.2 

70.5 

Completions  .... 

14.9 

14.1 

12.3 

21.9 

13.9 

17.6 

16.2 

21.5 

14.4 

Switzerland  ^  . 

.  Authorizations  .  .  . 

2.8 

4.8 

4.9 

5.2 

5.0 

6.7 

5.9 

7.1 

6.2 

Under  construction  “  . 

12.7 

14.5 

17.5 

20.5 

Completions  .... 

3.2 

2.2 

3.4 

3.7 

2.3 

3.9 

3.3 

4.8 

3.8 

United  Kingdom  .  . 

.  Starts . 

56.8 

74.2 

66.4 

65.8 

71.3 

93.8 

83.9 

76.0 

67.8 

Under  construction  “  . 

235.3 

239.7 

236.8 

229.8 

239.2 

262.5 

276.5 

273.2 

273.1 

Completions  .... 

66.7 

69.5 

69.6 

72.8 

61.9 

70.5 

69.9 

79.3 

67.9 

r*1  Sources :  National  statistics;  ECE,  Quarterly  Bulletin  of  Housing  and  “  End  of  period. 
Building  Statistics.  b  42  towns. 
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of  the  probable  date  of  starting  work)^®^  the  decline 
in  their  volume  in  some  countries  in  the  early  months 
of  1960  seems  to  point  to  an  easing-off  in  demand: 
such  a  slackening  of  demand  has  certainly  been  the 
intention  of  the  financial  and  physical  controls 
imposed  in  several  countries  during  the  past  six 
months.  However,  the  number  of  dwellings  under 
construction  has  either  continued  to  increase  (as  a 
result  of  the  high  volume  of  authorizations  in  1959) 
or  fallen  only  slightly.  The  effects  on  work  in  progress 
of  the  reduction  in  the  number  of  authorizations  will 
consequently  not  be  felt  for  several  months. 

In  only  two  or  three  major  western  European 
countries  was  the  housebuilding  sector  free  from 
strain  at  the  beginning  of  the  year:  in  Italy  urban 
authorizations  and  completions  in  the  first  quarter 
of  1960  were  down  by  12  per  cent  compared  with  a 
year  earlier;  in  France  authorizations  have  been  almost 
stationary  for  nine  months  and  the  level  of  activity  is 
currently  at  that  of  1955,  with,  however,  a  larger 
number  of  unemployed  in  consequence  of  an  annual 
increase  in  output  per  man-hour  of  about  2  per  cent; 
in  Belgium  there  has  been  a  clear  increase  in  activity, 
but  not  on  a  scale  to  generate  strain.  By  the  end  of 
1959  there  were  no  signs  in  most  countries  of  any 
autonomous  decline  in  the  level  of  housebuilding 
activity,  and  several  governments  have  taken  steps 
to  reduce  the  pressure  of  demand  for  labour  and  other 
resources  which  can  then  be  released  for  industry.^®^ 

If  the  familiar  principles  of  managing  the  national 
economy  by  alternately  stimulating  and  restraining 
the  volume  of  investment  demand  are  unchallenged, 
then  the  contractionary  policies  recently  taken  in 
this  sector  seem  reasonably  appropriate.  Nevertheless, 
the  frequent  recurrence  of  overstrain  in  the  house¬ 
building  sector  raises  an  important  issue:  does  the 
perpetuation  of  fluctuations  in  housebuilding  hamper 
or  assist  government  in  its  cardinal  economic  aim  of 
achieving  stability  at  a  high  level  of  activity  ? 

The  potential  demand  for  dwellings  in  western 
Europe  is  very  great:  it  is  due  not  only  to  the  backlog 
accumulated  during  and  after  the  last  war,  but  also 
to  demographic  changes  and  secular  gains  in  real 
incomes  (and  concomitant  changes  in  taste)  which 
have  accelerated  the  rate  of  obsolescence  of  the 
existing  stock  of  houses.^®®  The  volume  of  dwelling 

The  interpretation  of  the  volume  of  authorizations  in  the 
first  quarter  is  specially  hazardous,  since  there  is  usually  a 
seasonal  decline  in  authorizations  —  by  which  the  southern 
European  countries  are  comparatively  unaffected. 

However,  the  mobility  of  resources  between  the  building 
industry  and  other  sectors  is  not  great  in  the  short  run.  The 
measures  taken  in  western  Germany  to  reduce  seasonal  unem¬ 
ployment  and  overemployment  in  building  are  described  on 
p.  3S.  Measures  taken  in  other  countries  are  noted  in  section  7. 

‘®*  This  process  has  also  been  promoted  by  improvements  in 
design.  It  could  be  argued  that  the  quality  (in  terms  of  design 
and  space)  of  new  dwellings  has  improved  more  than  the 
capacity  of  the  building  industry  to  introduce  these  improve- 


construction  is  very  responsive  to  changes  in  the  cost  of 
financing.^®^  As  noted  above,  the  elasticity  of  demand 
for  housebuilding  to  changes  in  the  cost  of  credit 
renders  the  level  of  building  activity  amenable  to 
straightforward  manipulation  via  credit  policy:  the 
current  boom  was  unleashed  by  easier  credit  and, 
on  past  experience,  can  presumably  be  checked  by 
the  same  means.  It  has  been  argued  that  in  times  of 
wide  cyclical  fluctuations  in  total  demand  and  output, 
the  special  responsiveness  of  housebuilding  to 
official  encouragement  and  discouragement  is  a  useful 
ally  in  effective  counter-cyclical  policy;  many  govern¬ 
ments,  to  judge  by  their  actions,  have  subscribed  to 
this  view.  But  it  has  also  been  argued  —  and  this  is 
the  more  telling  argument  —  that  by  keeping  the  see¬ 
saw  of  housebuilding  activity  in  motion  government 
policy  can  produce  effects  which  are  inimical  to  the 
very  economic  aim  that  policy  is  intended  to  achieve  — 
overall  stability,  detrimental  to  the  solution  of  a 
central  economic  problem  —  the  economizing  of 
manpower,  and  a  hindrance  to  the  social  policy  aim 
of  promoting  welfare  by  providing  dwellings  of  mini¬ 
mum  standards  at  an  accessible  cost. 

In  addition  to  the  possible  conflict  of  purpose  which 
can  arise  between  the  economic  and  social  objectives 
of  government  in  stimulating  or  restraining  house¬ 
building,'®®  the  co-existence  of  these  disparate  aims 
reduces  the  effectiveness  of  policies  calculated  to 
counteract  general  cyclical  fluctuations  by  influencing 
the  rate  of  dwelling  construction.  Most  western 
European  governments,  in  pursuit  of  their  social 
policy  of  making  the  costs  of  dwellings  accessible  to 
low-income  groups,  operate  schemes  for  providing 
housing  finance  at  lower  rates  than  those  of  the 
market.  Such  schemes  tend  to  reduce  the  elasticity 
of  demand  for  dwellings:  publicly  financed  or  subsi¬ 
dized  housebuilding  activity  does  not  respond  so 
quickly  as  privately  financed  activity  to  changes  in 
general  credit  policies  while  it  does  of  course  respond 
to  changes  in  the  special  arrangements  to  finance 
housebuilding;  hence  such  social-policy  measures 
can  render  policy  action  on  housebuilding  activity 
slower  and  narrower  in  effect.'®® 


ments  without  disproportionate  increases  in  cost.  On  this  issue, 
and  most  of  the  others  touched  on  in  succeeding  paragraphs, 
extensive  information  and  discussion  are  contained  in  Govern¬ 
ment  Policies  and  the  Cost  of  Building,  prepared  by  the  secretariat 
of  the  Economic  Commission  for  Europe,  Geneva  1959. 

‘®®  Demand  for  new  housing  is  more  easily  deferred  than 
demand  for  other  consumer  necessities,  for  the  life  of  an  existing 
house  can  be  prolonged  beyond  the  point  deemed  socially  or 
personally  desirable. 

'®*  Cheaper  finance  for  housing  has  also  important  effects  on 
the  distribution  of  income,  whether  or  not  these  are  intended. 

*®*  If  social  importance  is  attached  to  overcoming  the  housing 
shortage  (defined  in  terms  of  minimum  standards)  then  the 
postponement  of  the  satisfaction  of  this  demand  must  be 
regarded  as  the  social  cost  of  contriving  a  decrease  in  current 
demand  by  policy  measures. 


L 


-  32  - 


If  the  joint  effect  of  autonomous  factors  and 
government  measures  on  demand  is  to  produce 
marked  fluctuations  in  the  level  of  building  activity, 
the  structure  of  the  building  industry  in  western 
European  countries  exaggerates  these  upward  and 
downward  swings.  Yet,  paradoxically,  the  principal 
reasons  for  this  situation  are  to  be  found,  in  circular 
fashion,  in  the  reluctance  of  the  industry  (both  building 
workers  and  entrepreneurs)  to  provide  capacity  much 
in  excess  of  the  average  rate  of  output.^®’  An  enduring 
characteristic  of  the  building  industry  (and  one 
deserving  particular  emphasis  in  the  present  situation 
of  labour  scarcity  in  the  building  industry  in  western 
Europe)  has  been  its  high  labour  intensiveness.  The 
explanation  of  this  unusual  degree  of  labour  intensive¬ 
ness  is  not  far  to  seek.  In  the  first  place,  traditional 
building  methods  require  many,  heterogeneous,  and 
slowly  acquired  skills  for  which  neither  machinery, 
nor  workers  from  other  occupations,  can  provide 
extensive  substitutes.  Moreover,  the  craft  unions  in 
the  building  industry  have  always  jealously  supervised 
the  rate  of  entry  of  new  labour  —  for  various  reasons, 
not  least  of  which  has  been  the  desire  to  lessen  the 
vulnerability  of  members  to  unemployment  when 
activity  is  slack.  Hence,  skilled  building  labour  is  in 
inelastic  supply:  a  sudden  surge  of  demand  meets  a 
labour  scarcity  since  there  are  no  ready  substitutes 
for  trained  masons,  slaters,  and  plasterers.  The  hetero¬ 
geneity  of  building  labour  can  sometimes  aggravate 
the  inflexible  response  of  supply  to  demand  caused 
by  this  labour  scarcity  by  generating  frictional  un¬ 
employment,  even  at  the  height  of  the  boom. 

Not  only  labour  but  also  entrepreneurs  in  the 
building  industry  have  sought  to  hedge  the  risks 
inherent  in  wide  fluctuations  in  demand  by  preserving 
the  high  labour  intensity  of  the  industry;  for  it  is 
more  expensive  to  amortize  capital  investment  than 
to  dismiss  labour  when  d«mand  is  slack.  As  a  general 
rule,  the  productivity  of  an  industry  or  branch  will 
rise  most  when  two  conditions  are  satisfied:  demand 
should  be  stable  and  expanding;  and  the  ratio  of 
fixed  capital  to  labour  should  be  high.  For  the  reasons 
given  above,  the  former  condition  does  not  obtain; 
yet  its  very  absence  militates  against  a  high  level  of 
investment  in  machinery  and  equipment  in  the 
industry  and,  eo  ipso,  against  more  than  marginal 
gains  in  productivity.^®®  Moreover,  the  lack  of  a 

“  There  is  something  of  a  vicious  circle  in  that  the  instability 
and  fragmentation  of  demand  tend  to  promote  an  industrial 
structure  which  is  in  turn  geared  to  small-scale,  unstable  demand.” 
ECE,  Government  Policies  and  the  Cost  oj  Building,  Part  I,  p.  9. 

The  rate  of  growth  of  productivity  in  western  Europe’s 
building  industry  is  lower  than  that  in  industry  as  a  whole. 
Cf.  Government  Policies  and  the  Cost  of  Building,  op.  cit.  Since 
jobs  in  the  building  industry  are  often  in  short  supply  during 
a  period  of  slack  demand,  skilled  workers  have  tended  to 
oppose  the  introduction  of  labour-saving  equipment,  although 
excavating  equipment  and  machinery  for  pre-mixing  mortar 
and  concrete  have  replaced  much  unskilled  labour. 


permanent  work-site  (each  new  building  is  on  a 
different  location)  makes  the  use  of  large-scale  im¬ 
mobile  machinery  discontinuous  and  more  expensive. 
Swift  technical  progress  and  productivity  gains  in 
western  Europe  have  also  been  impeded  by  the  imper¬ 
fections  of  the  market.  Building  activity  is  almost 
entirely  immune  from  foreign  competition,^®®  and 
the  output  of  the  industry  is  predominantly  supplied 
by  a  large  number  of  very  small  firms  that  are  not  well 
placed  to  acquire  and  apply  new  technical  knowledge. 
Thus  both  entrepreneurs  and  labour  in  the  building 
industry  are  inclined  to  gear  the  size  of  the  skilled 
labour  force  and  the  stock  of  machinery  and  equipment 
to  the  average  rate  of  output  of  the  industry.  As  a 
result,  the  margin  between  maximum  capacity  and 
the  normal  rate  of  operations  is  narrow,  and  the 
flexibility  of  output  proportionately  small. 

It  is  evident  from  the  above-mentioned  peculiarities 
of  demand  for  and  supply  of  dwellings  that  there  is 
a  mutually  reinforcing  circularity  between  forces 
tending  to  set  off  fluctuations,  on  the  one  hand,  of 
demand,  and  on  the  other  hand,  of  supply.  If  the 
output  of  the  building  sector  represented  an  in¬ 
considerable  claim  on  total  resources,  the  need  for 
breaking  this  circle  would  not  be  pressing.  As  it  is, 
the  following  figures  show  that  investment  in  residential 
construction  in  western  Europe  typically  ranges 
between  one-fifth  and  one-third  of  total  gross  fixed 
investment. 


Investment  in  residential  construction  as  percentage 
of  total  gross  fixed  capital  formation 


1957 

1958 

1959 

Austria  .... 

.  .  .  17.8 

17.1 

Belgium  .... 

.  .  .  29.1 

29.7 

30.2 

Denmark  .  .  . 

.  .  .  16.9 

14.9 

16.7 

France  .... 

.  .  .  23.7 

23.9 

Finland  “ .  .  .  . 

.  .  .  18.3 

16.6 

Greece  .... 

.  .  .  30.5 

31.1 

31* 

Western  Germany 

.  .  .  22.6 

22.8 

Italy . 

.  .  .  28.4 

28.7 

28.5 

Netherlands  .  . 

.  .  .  21.0 

22.1 

21.1 

Norway  “  .  .  . 

.  .  .  14.9 

13.1 

13.4 

Sweden  ®  ... 

.  .  .  21.1 

21.3 

20.6 

United  Kingdom 

.  .  .  17.9 

16.5 

17.7 

Sources:  OEEC  Statistical  Bulletins  — 

General 

Statistics ; 

and  national  statistics. 

‘t  Repairs  and  maintenance  are  included. 


There  are  at  least  three  powerful  arguments  favouring 
the  revision  of  governmental  policies  of  alternately 
stimulating  and  restraining  the  volume  of  building 

“‘This  factor  partly  explains  the  preference  which  govern¬ 
ments  have  shown  for  operating  on  the  level  of  building  activity 
in  counter-cyclical  policy,  for  the  level  of  activity  can  be  raised 
without  provoking  any  immediate  or  large  increases  in  imports. 
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activity.  First,  the  frequent  recurrence  of  sharp  swings 
in  building  activity  is  a  considerable  inconvenience 
in  achieving  overall  economic  stability  at  a  high  level. 
Contractionary  credit  policies  aimed  specifically  at 
reducing  pressure  in  the  building  industry  can,  via 
the  multiplier  and  accelerator  in  ancillary  industries 
(e.g.  building  materials)  or  industries  dependent  on 
the  level  of  building  activity  (e.g.  consumers’  durable 
goods,  public  utilities)  set  off  a  train  of  contraction 
and,  in  sum,  kill  the  boom.^^“  And  it  is  wasteful  to 
counteract  a  boom  in  exports  or  industrial  investment 
by  depressing  housebuilding,  because  in  the  short 
run  most  of  the  resources  released  from  house¬ 
building  cannot  be  transferred  to  other  industries. 
Second,  swings  in  demand  impair  the  efficient  utiliza¬ 
tion  of  resources  —  particularly  manpower  —  by  de¬ 
pressing  the  inducement  to  labour-saving  investment. 
The  case  for  the  thoroughgoing  modernization  of  the 
industry  is  so  strong  that  the  measures  so  far  taken 
seem  very  inadequate.^^^  Finally,  the  social  responsi¬ 
bilities  of  government  to  facilitate  (or  at  any  rate  not 
impede)  the  satisfaction  of  demand  for  more  and 
better  housing  are  at  variance  with  the  high  building 
costs  that  result  from  cyclical  swings  in  building 
activity  dictated  by  primarily  economic  objectives. 

To  sum  up,  the  value  of  manipulating  the  volume  of 
residential  building  activity  for  counter-cyclical  ends 
is  highly  questionable.  That  is  not  to  say  that  complete 
stability  of  effective  demand  for  housing  should  be 
the  aim;  judged  in  ultimate  welfare  terms,  it  is  no 
more  sacrosanct  than  any  other  component  of  final 
private  domestic  demand  —  private  consumption  or 
industrial  investment.  Yet  it  is  abundantly  clear  that 
a  greater  degree  of  stability  of  demand  than  has  been 
experienced  in  the  past  would  promote  the  flexibility 
of  supply  and  the  economic  use  of  scarce  resources. 
Reliance  on  credit  policy  as  the  principal  instrument 
of  national  economic  management  has  often  been  a 
target  of  criticism  on  account  of  its  slow-working 
and  indiscriminate  effects :  its  effects  on  house¬ 

building  activity  are  fairly  fast,  but  otherwise  reinforce 
the  case  against  the  extensive  use  of  credit  measures  as 
an  arm  of  policy. 


Higher  costs  of  credit  introduced,  say,  to  stem  an  outflow 
of  capital  can  also  react  on  the  level  of  building  activity, 
although  this  effect  is  not  intended. 

The  increasing  share  of  total  housebuilding  undertaken  by 
civil-engineering  Arms  has  meant  a  step  towards  the  moderniza¬ 
tion  of  the  industry.  Much  progress  in  this  direction  has 
been  made  in  the  United  States,  the  Netherlands,  Czecho¬ 
slovakia  and  the  Soviet  Union.  Part  of  this  advance  has  been 
achieved  by  increased  standardization  of  design  and  components; 
in  the  latter  countries  this  has  been  much  facilitated  by  stabilizing 
demand.  Many  western  European  governments  have  demon¬ 
strated  their  anxiety  to  improve  the  technical  efficiency  of  the 
building  industry  —  examples  are  given  in  Government  Policies 
and  the  Cost  of  Building,  op.  cit. 

See  the  Survey  for  1959,  Chapters  I  and  VI. 


Wages  and  Prices 

1959  was  generally  a  year  of  only  modest  increases 
in  wage  rates  —  both  a  reasonable  indication  that 
there  was  no  serious  pressure  on  labour  resources  and 
a  reflection  of  the  stability  of  the  cost  of  living.  In 
the  latter  half  of  the  year  —  and  more  especially 
in  the  last  quarter  of  1959  and  the  first  quarter  of 
1960  —  hourly  earnings  in  manufacturing  began  to 
rise  more  briskly.  In  the  Netherlands  and  Sweden 
hourly  earnings  were  some  4  per  cent  higher  in  the 
first  quarter  of  1960  than  a  year  earlier  and  at  least  as 
large  increases  were  foreseen  in  new  wage  agreements 
concluded  during  the  early  months  of  this  year.  In 
western  Germany,  where  the  labour  market  has  been 
tight  for  a  longer  period  (there  was  almost  no  decline 
in  employment  during  1958)  wage  earnings  in  the 
first  half  of  1960  were  some  8  per  cent  higher  than 
i>i  the  corresponding  period  of  last  year  —  an  annual 
rate  of  increase  very  little  higher  than  the  average  for 
the  preceding  years.  In  France  hourly  earnings 
increased  by  about  7  per  cent  in  the  same  period.  It 
must,  however,  be  remembered  that  although  real 
hourly  earnings  were  very  slightly  higher  (less  than  1 
per  cent)  at  the  beginning  of  1960  than  a  year  earlier, 
they  still  remained  more  than  3  per  cent  below  their 
peak  level  of  July  1957.“®  Elsewhere  wage  increases 
have  been  moderate,  and  in  Norway,  where  wages  are 
tied  to  the  cost-of-living  index,  government  measures 
to  hold  down  retail  prices  (by  increasing  subsidies) 
have  succeeded  in  postponing,  at  least  until  the  late 
summer,  any  general  wage  increase.  There  was  some 
wage  drift  in  several  countries  (e.g.  Sweden,  western 
Germany  and  the  United  Kingdom)  towards  the  end 
of  the  year  —  usually  a  precursor  of  new  wage  claims. 
In  the  United  Kingdom  the  index  of  wage  rates  from 
March  1959  to  March  1960  rose  quite  gently  but,  as  a 
result  of  wage  drift  and  the  shortening  of  the  working 
week,  hourly  earnings  rose  faster;  in  April  and  May 
there  was  a  fresh  round  of  awards,  either  of  higher 
rates  or  —  effectively  their  equivalent  when  labour 
is  scarce  and  activity  high  —  a  shortening  of  the 
working  week,  yielding  an  average  increase  in  hourly 
earnings  of  41/2  I>er  cent.  New  wage  claims  submitted 
in  western  Germany  and  Austria  will  probably  result 
in  considerably  higher  awards. 

The  flexibility  with  which  production  responded 
—  thanks  to  higher  productivity  and  the  existence  of 
unutilized  capacity  —  to  the  increase  in  demand 
yielded  considerable  price  stability  in  most  western 
European  countries  throughout  1959  and  in  the 
beginning  of  1960:  the  stability  at  reduced  levels  of 
the  prices  of  the  many  imported  raw  materials  was  an 
important  contributory  factor.  Although  the  following 

See  A.  Sauvy,  “  La  situation  economique  ”,  Droit  social, 
March  1960. 


data  do  not  appear,  at  first  sight,  to  justify  the  use  of 
the  term  ‘  stability  ’,  a  large  part  of  the  increase  in 
some  countries  can  be  ascribed  to  special,  non¬ 
recurrent,  factors. 

Wholesale  and  retail  prices  in  some  western  European  countries 


Percentage  changes  in  first  quarter  of  I960  over  (a)  first 
quarter  1959  and  (b)  fourth  quarter  1959 


Country 

Wholesale  prices 

Retail  prices 

(a) 

(b) 

(a) 

(b) 

Austria . 

.  +0.7 

-0.2 

+0.9 

+0.3 

Belgium . 

.  +2.7 

+0.6 

+  1.2 

-0.3 

Denmark . 

.  +0.3 

-0.6 

Finland . 

4.3 

1.1 

3.2 

0.3 

France  . 

.  +3.0 

+0.5 

+4.2 

+  1.7 

Western  Germany  .  . 

.  +0.8 

— 

+  3.4 

— 

Italy . 

.  +1.6 

— 

+2.5 

+0.7 

Netherlands  .  .  .  . 

.  -0.9 

-2.5 

+2.8 

-0.3 

Norway . 

.  +0.9 

— 

— 

-0.4 

Sweden . 

.  +3.3 

— 

+4.6 

+3.2 

United  Kingdom  .  . 

.  +0.1 

+0.1 

-0.5 

- 

Source'.  OEEC  Statistical  Bulletins  —  General  Statistics. 

In  many  of  the  countries  listed  the  increase  in 
consumer  prices  is  attributable  to  the  higher  food 
prices  which  followed  the  very  dry  summer  of  1959; 
and  higher  rents  pushed  up  the  cost  of  living  in  several 
countries  —  notably  in  France  and  Italy.  Such  rent 
increases  are  less  the  outcome  of  increased  demand 
than  a  further  stage  in  the  gradual  exposure  of  rents 
to  the  freer  play  of  market  forces.  The  prices  of  other 
services  have  also  risen,  in  part  due  to  the  slow  rise 
in  labour  productivity  and  the  result  of  higher  wage 
concessions  to  check  the  drift  of  labour  to  other 
sectors.  A  further  element  in  such  price  increases  as 
have  occurred  has  been  the  raising  of  tariffs  charged 
by  public  utilities  in  some  countries.  Special  non¬ 
recurrent  factors  in  France  and  Sweden  were  the 
effects  of  the  stabilization  programme  in  the  former 
(e.g.  higher  import  prices  following  devaluation)  and, 
in  the  latter,  the  introduction  of  a  sales  tax  on  1  January 
1960.  Although  wages,  and  import  prices  of  basic 
materials,  have  recently  shown  a  firmer  tendency, 
there  should  be  no  immediate  prospect  of  steep  price 
increases,  given  the  large  increase  in  profits  experienced 
in  many  countries  during  1959. 

Physical  Limitations  to  Output 

The  Labour  Market 

The  vigorous  expansion  of  output  during  1959  had 
resulted  by  the  end  of  the  year  in  a  marked  reduction 
in  numbers  unemployed  and  a  sharp  increase  in  unfilled 
vacancies  in  all  countries  except  France  and  some  of 
the  southern  European  countries,  and  these  trends  have 
continued  into  the  first  quarter  of  1960  (see  the 
attached  series  of  indicators).  By  April  1960  unem¬ 


ployment  had  failed  to  fall  below  the  minimum  levels 
of  the  previous  boom  in  only  three  countries  —  the 
United  Kingdom,  France  and  Belgium  —  and  even 
then  by  only  insignificant  numbers.  Western  European 
labour  markets  are  therefore  becoming  increasingly 
tight,  and  it  is  not  surprising  that  this  stage  should 
have  been  reached  so  soon  after  the  beginning  of  the 
recovery,  for  the  numbers  out  of  work  did  not  rise 
greatly  during  the  slow-down  of  1958. 

The  question  of  paramount  interest  in  appraising 
the  current  economic  situation  and  short-term  pros¬ 
pects  in  western  Europe  is  whether  there  is  now  a 
shortage  of  manpower  such  as  to  retard  the  rate  of 
expansion  during  the  remainder  of  1960.  It  can  be 
answered  only  by  examining,  first,  the  structure  of  the 
labour  shortage  in  each  country  in  terms  of  its  distribu¬ 
tion  by  sectors  of  industry,  types  of  skill,  and  regions 
of  the  country;  and,  second,  the  prospective  growth  of 
productivity  —  particularly  in  industries  or  branches 
where  demand  seems  to  be  especially  dynamic. 

Using  the  criteria  of  the  scale  and  structure  of 
unemployment,  western  European  countries  can  be 
broadly  arranged  in  three  groups. The  first  group 
comprises  those  countries  in  which  the  national  margin 
of  unemployment  is  so  narrow  that  the  scarcity  of 
industrial  and  building  labour  is  general  and  has 
therefore  a  determining  influence  on  entrepreneurial 
investment  and  government  policy  decisions  in  the 
short  run.  Western  Germany,  the  Netherlands, 
Sweden  and  Switzerland  seem  at  present  to  belong 
to  this  group.  The  second  group  consists  of  those 
countries  —  Austria,  Denmark,  France,  Norway  and 
the  United  Kingdom  —  where  the  current  shortage 
of  labour  is  less  a  general  (though  it  is  fast  becoming 
general)  problem  than  one  consisting  of  specific 
scarcities:  in  certain  sectors  (e.g.  building  in  all  save 
France,  engineering  in  France);  of  certain  categories 
of  labour  (e.g.  skilled  workers  in  Denmark  and  Aus¬ 
tria);  or  in  certain  regions  —  notably  of  the  United 
Kingdom  and  Norway.  Finally,  in  two  industrialized 
countries  —  Belgium  and  Italy  —  and  also  in  the  less 
industrialized  countries  of  southern  Europe,  the  overall 
unemployment  ratio  is  high,  primarily  on  account  of 
persisting  structural  unemployment,  though  skilled 
manpower  is  in  short  supply  in  certain  sectors  and 
may  hamper  expansion  in  the  short  run.^^® 

In  all  four  countries  of  the  first  group  unfilled 
vacancies  were  rising  steeply  in  the  first  four  months 
of  1960.  In  western  Germany  they  had  mounted  in 

This  grouping  does  not  fully  coincide  with  one  based  on 
national  ratios  of  unemployment,  which,  given  the  extensive 
differences  in  coverage  and  methods  of  estimation  among  coun¬ 
tries,  are  virtually  unusable  for  inter-country  comparisons. 

“‘Spain  is  —  perhaps  temporarily  —  a  special  case  in  that 
total  unemployment  is  increasing  as  an  initial  result  of  the 
Stabilization  Programme. 


-  35  - 


April  to  a  post-war  peak  of  460,000,  of  which  86,000 
were  in  the  building  sector,  whereas  in  April  1959 
there  were  37,000  building  workers  unemployed.^^’ 
There  are  two  reasons  for  this  abrupt  change :  the 
acceleration  of  the  building  boom  and  the  measures 
introduced  by  the  government  to  reduce  seasonal 
unemployment.^^®  The  eventual  effect  of  the  measures 
will  be  to  release  building  workers  for  other  sectors 
of  the  economy  or  to  allow  an  increase  in  total  building 
activity.  As  is  shown  in  the  following  table,  the 
mining,  metals,  and  textiles  industries  have  also 
experienced  abrupt  increases  in  unfilled  vacancies. 
Most  of  the  Lander  have  been  affected  by  the  tighter 
labour  market  to  a  similar  degree,  although  an  unem¬ 
ployment  ratio  of  over  3  per  cent  persisted  in  Schleswig- 
Holstein  at  the  end  of  March  compared  with  an 
overall  ratio  of  less  than  2  per  cent. 


Unemployment  and  unfilled  ?acancies  in  selected  sectors 
in  western  Germany  " 

Thousands  in  April  of  each  year 


Unemployment 

Unfilled  vacancies 

1959 

I960 

1959 

I960 

Agriculture  and  forestry  .  . 

19.2 

10.4 

16.1 

16.0 

Mining . 

3.2 

1.9 

3.2 

7.5 

Building . 

36.7 

15.9 

50.9 

84.8 

Metals  industry . 

24.8 

8.9 

27.0 

63.1 

Textiles  . 

26.7 

8.4 

18.7 

30.4 

Food,  beverages,  tobacco  . 

17.5 

8.4 

14.0 

20.3 

Trade . 

46.2 

25.3 

14.2 

21.5 

Transport  . 

24.0 

12.1 

11.6 

21.0 

Employees . 

26.7 

15.0 

10.2 

16.1 

Total  (including  others) 

396.4 

186.4 

276.5 

455.2 

Source :  Der  Bundesminister  fiir  Wirtschaft,  Die  wirischafillche  Lag  e 
Bonn,  March  1960. 

“  Excluding  the  Saar. 

Measures  taken  to  relieve  the  labour  shortage 
include  the  provision  in  the  ‘  Green  Plan  ’  to  release 
agricultural  labourers  for  industry  (about  30,000  in 
1960),  and  encouragement  of  rationalization  in  the 
mining  industry,  which  may  yield  some  60,000  new 
workers  in  1960  and  1961.  The  recruitment  of  foreign 
labour  has  been  raised  —  30,000  Italians  are  already 
employed  in  western  Germany,  and  a  further  74,000 
are  to  be  recruited  during  1960,  as  well  as  some 
15,000-20,000  Greeks  and  Spaniards.  On  the  other 
side  of  the  balance  must  be  set  the  reduction  in  immi- 

If  the  scale  of  unemployment  in  the  building  industry  in 
January  1959  and  January  1960  is  compared  —  600,000  and 
240,000  respectively  —  the  contrast  is  even  more  pointed. 

These  measures  are  as  follows:  first,  the  labour  courts 
have  been  instructed  that  adverse  weather  conditions  are  no 
longer  a  legitimate  cause  of  dismissal;  second,  contractors 
have  been  given  grants  and  tax  concessions  to  encourage  building 
in  poor  weather  conditions;  third,  building  workers  can  draw 
unemployment  pay  —  at  higher  than  standard  rates  —  for 
loss  of  earnings  due  to  bad  weather  during  the  winter.  Cf. 
Schnelldienst,  No.  13,  1960,  IFO. 


gration  from  east  Germany,  from  260,000  in  1958 
to  a  current  annual  rate  of  some  120,000.^^®  Moreover 
the  number  of  school  leavers  entering  industry  has 
fallen  from  951,000  in  1954  to  614,000  in  1959;  there 
will  be  some  increase  in  the  next  few  years,  but  the 
15-20  year  age-group  will  not  grow  significantly 
before  1965. 

In  Switzerland  in  the  last  quarter  of  1959  and  in  the 
first  quarter  of  1960,  the  manpower  shortage  —  espe¬ 
cially  of  skilled  labour  —  was  widespread  and  in¬ 
creasing.  By  the  end  of  April,  the  number  of  wholly 
unemployed  had  fallen  to  the  exceptionally  low  level 
for  the  season  of  662  —  compared  with  1,905  a  year 
earlier.  In  consequence  the  recruitment  of  foreign 
labour  has  gone  up,  and  at  mid-February  there  were 
9.2  per  cent  more  foreign  workers  —  principally  in 
metallurgy  and  catering  —  than  a  year  earlier. 

In  the  Netherlands,  demand  for  labour  again  exceeds 
supply  —  though  not  by  as  much  as  in  the  spring 
of  1957.  As  a  result,  some  Dutch  industries  have  been 
handicapped  in  recent  months  by  the  scarcity  of 
labour.  Notable  examples  are  building  and  the 
building  materials  industry  (bricks,  ceramics  and 
cement),  and  the  metals  industry  —  in  both  of  which 
activity  levels  have  been  very  high.  Skilled  engineering 
labour  is  in  short  supply,  and  scarcities  of  both  male 
and  female  labour  in  the  cotton  industry  are  also 
reported.  Regional  shortages  of  building  labour 
are  being  felt  in  the  north  and  south,  but  in  some 
predominantly  agricultural  provinces  —  particularly 
in  the  north  —  there  is  a  surplus  of  agricultural 
manpower.^®® 

In  Sweden  in  mid-April  1960  the  unemployment 
ratio  had  fallen  to  the  lowest  April  level  since  1956, 
and  unfilled  vacancies  had  increased  very  swiftly  —  by 
60  per  cent  from  the  first  quarter  of  1959  to  the  first 
quarter  of  1960;  vacancies  in  the  building  industry 
rose  at  the  same  time  by  some  80  per  cent.  The  scarcity 
of  skilled  workers  was  particularly  marked,  and  the 
government  has  therefore  taken  energetic  measures 
to  enhance  the  sectoral  and  regional  mobility  of 
labour;  but  these  steps  —  and  the  probable 
increase  in  recruitment  of  foreign  labour  —  will 
yield  only  a  marginal  improvement  in  the  short  run. 

In  the  second  group  of  countries,  clear  signs  of  the 
tightening  labour  market  in  Austria  were  the  much 
smaller  seasonal  drop  in  employment  during  the 
winter  and  the  steep  increase  in  the  number  of  unfilled 

Some  increase  in  the  rate  of  immigration  has  been  reported 
since  March,  but  there  is  little  information  on  the  flow  in  the 
opposite  direction.  It  none  the  less  seems  clear  that  net  im¬ 
migration  in  1960  will  be  substantially  lower  than  in  1959. 

Recent  measures  taken  to  promote  labour  mobility  in 
the  Netherlands  are  described  on  p.  49  below. 

These  measures  are  noted  on  p.  49  below. 
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vacancies  (more  than  51  per  cent  higher  than  a  year 
earlier) — an  increase  which  was  more  pronounced 
in  building  than  in  manufacturing.  Although  a  further 
fall  in  the  number  of  school  leavers  seeking  appren¬ 
ticeships  is  expected  during  1960,  the  continuing  drift 
of  labour  from  agriculture  and  forestry  (where  unem¬ 
ployment  early  in  1960  was  higher  than  a  year  earlier) 
to  industry  (especially  the  building,  textiles  and  metals 
trades)  represents  a  reserve  which  can  be  drawn  on 
in  the  course  of  further  industrial  expansion.  Total 
unemployment  in  Denmark  fell  by  45  per  cent  between 
April  1959  and  April  1960  to  give  a  national  unemploy¬ 
ment  ratio  of  4.1  per  cent.  Over  one-half  of  the 
number  out  of  work  consisted  of  unskilled  labour, 
but  unemployment  in  the  building  industry  was 
minimal.  The  spread  in  unemployment  ratios  among 
towns  in  March  was  between  0.8  per  cent  and  9.3 
per  cent. 

The  level  of  unemployment  in  Norway  during  1959 
was  marginally  lower  than  in  1958  but  none  the  less 
above  the  very  low  average  level  of  the  fifties;  but  for 
extraordinary  road  works  undertaken  in  the  winter, 
and  other  special  government  measures,  it  is  likely 
that  the  rate  of  unemployment  would  have  been 
greater.  In  recent  months,  however,  the  increased 
activity  of  manufacturing  industry  —  particularly 
clothing  and  textiles  —  has  absorbed  some  of  the 
labour  displaced  from  less  expansionary  branches 
such  as  shipbuilding.  Regional  pockets  of  unemploy¬ 
ment  exist,  and  apart  from  shortages  of  some  cate¬ 
gories  of  skilled  workers,  the  Norwegian  labour  market 
is  fairly  easy  and  labour  scarcity  will  not  prevent  a 
further  expansion  of  output  in  the  short  run. 

In  France  the  number  of  unemployed  has  been 
falling  gently  from  its  peak  in  January  and,  when 
allowance  is  made  for  seasonal  fluctuations,  more 
briskly  since  March  —  though  the  index  of  employ¬ 
ment  is  still  lower  than  the  mid- 1957  peak.  Sectoral 
scarcities  have  become  more  pronounced  in  metal¬ 
making  and  metal-using,  electrical  engineering,  elec¬ 
tronics  and  textiles;  in  contrast,  unemployment  has 
increased  appreciably  in  building  and  construction 
and  in  shipbuilding.  In  response  to  stronger  demand 
for  labour,  more  women  have  been  drawn  into  em¬ 
ployment,  and  the  working  week  has  been  lengthened 
(from  44.3  hours  in  April  1959  to  45.3  in  April  1960). 

Despite  the  continued  decline  in  the  number  out 
of  work  in  the  United  Kingdom,  in  some  regions  and 
branches  of  industry  (notably  heavy  industry  in 
Scotland,  and  aircraft  production  elsewhere)  unem¬ 
ployment  levels  remain  quite  high,  despite  transfers 
of  labour  from  industries  with  declining  output  such 
as  railway  equipment,  coal  mining,  shipbuilding,  to 
more  expansive  ones  —  vehicles  production  and 
consumers’  durables. 


Sectoral  unemployment  in  Great  Britain 
Thousands,  in  April  of  each  year 


1959  I960 

Total .  530.8  391.2 

Food,  drink  and  tobacco .  23.5  15.1 

Qiemicals  and  allied  industries  ....  7.4  5.5 

Metal  manufacture,  vehicles,  engineering 

and  electrical  goods .  98.3  48.1 

Textiles .  31.8  17.5 

Construction .  63.9  49.9 


Source:  Monthly  Digest  of  Statistics,  No.  172,  May  1960. 

The  government  has  for  some  time  past  encouraged 
industry  to  establish  new  plants  in  areas  of  high 
unemployment  (e.g.  Scotland,  Wales  and  Northern 
Ireland).  But  there  are  still  many  areas  where  the 
concentration  of  such  comparatively  depressed 
branches  of  industry  as  mining  and  shipbuilding  and 
repairing,  lead  to  pockets  of  severe  unemployment.^^* 
By  June,  the  total  number  of  unemployed  had  fallen 
to  305,000  while  vacancies  had  risen  to  361,000  and 
the  labour  market  was  becoming  tighter  in  already 
labour-scarce  areas  such  as  the  Midlands,  and  less 
depressed  in  areas  such  as  Scotland  and  Wales.  In 
appraising  the  current  labour  market  in  the  United 
Kingdom  as  an  impediment  to  further  growth  of 
output,  three  factors  are  of  salient  importance.  First, 
the  total  active  population  —  which  should  normally 
have  grown  in  view  of  the  rise  in  numbers  of  active 
age  —  has  declined  since  1957 :  this  indicates  that 
many  potential  workers  (many  of  them  presumably 
women)  are  no  longer  registered,  but  could  be  drawn 
back  into  employment  if  the  present  boom  continues. 
Second,  if  more  active  steps  were  taken  to  encourage 
the  mobility  of  labour,  or  of  industry,  or  both,  the 
current  scarcities  of  labour  in  some  regions  and  some 
industries  could  be  alleviated.  Finally,  the  data 
show  that  the  most  rapidly  expanding  branches  of 
industry  are  precisely  those  in  which  the  ratio  of 
fixed  capital  to  labour  is  highest  (e.g.  chemicals  and 
engineering).  Hence  even  with  small  increases  in  em¬ 
ployment  it  is  probable  that  the  current  rate  of  expan¬ 
sion  can  be  maintained  throughout  1960. 

There  seems  to  be  little  doubt  that  in  Belgium  and 
Italy  reserves  of  unemployed  labour  are  sufficient 
—  in  the  latter  country  more  than  sufficient  —  to 
meet  the  requirements  of  the  current  rate  of  growth  of 
total  demand  if  it  continues  throughout  1960.  The 
unemployment  ratio  in  Belgium  during  1959  was 
9.4  per  cent  —  although  by  March  1960  it  had  fallen 
to  8.3  per  cent  compared  with  11.1  per  cent  in  the 
corresponding  month  of  1959  —  and  the  number  of 
unfilled  vacancies  both  in  building  and  in  manu¬ 
facturing  was  higher.  Yet  total  unemployment  (in 

*’•  In  Jarrow,  the  unemployment  ratio  is  over  8  per  cent, 
whereas  in  Newcastle,  a  neighbouring  town,  the  ratio  is  near  the 
national  average  of  1.8  per  cent. 


contrast  to  partial  unemployment)  in  mining  has 
continued  to  grow;  and  the  level  of  employment  in 
industry,  apart  from  increases  in  building  materials, 
metal-using,  iron  and  steel,  and  chemicals,  has  been 
stable  since  the  middle  of  1959.  In  Italy,  apart  from 
scarcities  of  skilled  labour  in  some  branches,  con¬ 
tinuing  structural  unemployment  and  the  flow  of 
labour  from  agriculture  to  industry  and  services 
preclude  any  threat  of  labour  shortage  impeding  the 
rate  of  expansion. 

The  foregoing  cursory  survey  of  the  labour  market 
in  several  western  European  countries  suggests  that 
if  the  registered  reserves  of  labour  were  taken  as  the 
unique  yardstick  of  the  margin  for  further  expansion 
of  employment,  at  least  four  countries  —  western 
Germany,  the  Netherlands,  Sweden  and  Switzerland  — 
would  reach  an  employment  ceiling  during  1960.^“ 
In  Austria,  Denmark,  France,  Norway  and  the  United 
Kingdom  this  point  would  be  reached  later,  and  more 
extensive  opportunities  exist  for  transfers  of  labour 
between  branches  of  activity.  Deficiency  of  informa¬ 
tion  on  the  following  three  factors  precludes  a  defi¬ 
nitive  assessment  of  the  inhibiting  effect  of  labour 
scarcity  on  continued  expansion  at  the  present  time; 
but  it  seems  probable  that  all  three  represent  un¬ 
tapped,  and  comparatively  unexplored,  labour  reserves 
which,  if  utilized,  could  alleviate  labour  market 
pressures  in  all  the  countries  considered : 

(a)  The  extent  of  marginal  reserves  of  unregistered 
labour  (e.g.  women  —  particularly  married  women  — 
who  have  withdrawn  from  the  labour  force  but  who 
could  be  drawn  back,  or  who  would  be  prepared  to 
work,  given  suitable  non-wage  incentives),  former 
employees  who  have  retired  earlier  than  they  wish 
and  current  employees  whose  retirement  date  could 
be  postponed ; 

(b)  The  potential  degree  of  mobility  of  labour 
from  services  and  industries  where  the  marginal 
productivity  of  labour  is  low  to  those  where  it  is  high ; 
and  from  regions  of  unemployment  to  those  of  labour 
scarcity  (in  the  long  run  there  is  some  scope  for 
shifting  labour  scarcities  and  surpluses  from  one  region 
to  another  by  a  judicious  policy  of  industrial  location 
and  diversification).  The  appropriate  policy  measures 
for  achieving  this  end  would  vary  from  one  country 

***  It  should  be  recalled  that  among  the  countries  in  a  more 
or  less  tight  labour  market  situation  at  present,  the  projected 
changes  in  the  labour  force  between  1938  and  1963  shown  in 
the  Economic  Survey  of  Europe  in  1958  (see  Table  9  in  Chapter  II) 
suggest  that  the  labour  force  will  be  rising  faster  in  the  Nether¬ 
lands,  Sweden  and  E>enmark  than  it  did  between  1933  and 
1938.  The  Economic  Survey  of  Europe  in  1955  discussed  the 
long-term  importance  of  the  factors  listed  above  in  a  chapter 
devoted  to  the  manpower  situation  in  western  Europe.  While 
these  marginal  reserves  of  labour  are  more  readily  tapped  in 
the  long  run,  there  is  apparently  room  for  drawing  on  them 
even  in  the  short  run,  albeit  to  a  lesser  degree. 


to  another;  but  the  experiments  at  present  being 
pursued  in  the  Netherlands  and  Sweden  are  encour¬ 
aging;^** 

(c)  The  potential  degree  of  international  mobility 
of  labour  both  from  countries  in  which  a  high  degree 
of  unemployment  persists  (e.g.  from  Italy  to  western 
Germany);  and  from  countries  where,  for  structural 
or  conjunctural  reasons,  the  labour  market  is  slack 
(e.g.  from  Belgium  to  the  Netherlands). 

Governmental  intervention  in  the  scale  and  location 
of  new  residential  building  could  contribute  to  the 
realization  of  the  potentialities  under  (b)  and  (c). 

The  Rate  of  Growth  of  Labour  Productivity 

The  proximity  of  the  output  ceiling  in  western 
Europe  depends  not  only  on  the  possibilities  of 
mobilizing  available  labour,  but  also  on  the  rate  of 
increase  in  output  per  man-hour.  Throughout  1959 
there  was  generally  a  slower  increase  in  industrial 
employment  than  in  output,  reflecting  appreciable 
gains  in  labour  productivity  —  particularly  in  those 
branches  in  which  demand  grew  most  and  in  which, 
as  observed  above,  the  high  fixed  capital/labour  ratio 
implies  the  least  dependence  of  a  rise  in  output  on  an 
increase  in  employment. 

In  the  early  stages  of  expansion  sizeable  increases 
in  output  per  worker  are  common  as  the  increase  in 
demand  draws  hoarded  and  under-employed  labour 
to  higher  levels  of  activity.  The  unusual  feature  of  the 
current  boom  has  been  the  sustained  rapid  growth 
in  productivity  since  the  upturn  which  occurred  in 
most  countries  over  a  year  ago.  As  is  shown  in 
Chart  2,  the  highest  rates  of  increase  of  labour  pro¬ 
ductivity  between  1958  and  1959  occurred  in  Italy, 
France  and  the  Netherlands,  while  the  average  increase 
in  the  countries  illustrated  was  over  5  per  cent.  There 
have  been  generally  large  increases  in  labour  pro¬ 
ductivity  in  those  industries  which  have  expanded 
most  —  metal-making,  metal-using  (especially  vehicles 
production),  chemicals  and  textiles.  Even  in  industries 
in  which  output  has  not  risen  much  —  such  as  mining 
—  earlier  investment  in  mechanization  and  more 
modem  equipment  has  yielded  higher  output  per 
worker. 

Such  increases  in  productivity  must  be  largely 
ascribed  to  the  high  levels  of  investment,  much  of 
which  has  been  devoted  to  rationalization  and  modern¬ 
ization  since  the  last  boom  (although  better  organiza¬ 
tion  requiring  little  additional  investment  effort  must 
surely  also  have  been  a  contributing  factor).  There 
are  many  indications  that  there  is  currently  an  upsurge 

*’*  See  section  7,  below. 
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Growth  of  output  per  man-hour  in  selected  European  countries  " 

1953=100 


1953  1954  1955  1956 

1957  1958  1959 

1953  1954  1955  1956 

1957  1958  1959 

A  •>  Austria 

DK  »  Denmark 

1  —  Italy 

S  ■»  Sweden 

B  »  Belgium 

F  “  France 

N  =>  Norway 

SF  »  Finland 

D  »  Western  Germany 

GB  s  United  Kingdom 

NL  Netherlands 

YU  Yugoslavia 

Sources :  National  statistics. 

“  Except  for  Austria,  Belgium,  the  Netherlands,  and  Yugoslavia,  where  output  per  worker  is  shown.  Data  for  Denmark  refer  to  manufacturing  only. 


in  precisely  this  type  of  investment.^*®  Clearly,  the 
generally  tight  labour  market  now  obtaining,  higher 
wage  claims  and  the  desire  to  enhance  competitiveness 
to  meet  the  opportunities  and  overcome  the  obstacles 
arising  from  the  European  Economic  Community  and 
the  European  Free  Trade  Association  all  provide  a 
strong  inducement  to  maintain  a  high  rate  of  invest¬ 
ment  in  labour-saving  equipment.  Provided  that  this 
investment  does  not  force  up  total  demand  to  the 
ceiling  of  existing  capacity  before  it  results  in  addi¬ 
tional  productivity  gains,  increased  rates  of  growth 
of  output  per  man-hour  will  continue  to  ease  pressure 
on  the  labour  market  and  to  raise  output. 

It  is  not  at  all  easy  to  separate  investment  devoted  to  the 
extension  of  capacity  from  that  designed  to  economize  labour 
input  and  to  yield  improvements  in  quality.  However,  an  attempt 
to  provide  such  information  for  Italy  is  made  in  Istituto  Nazio- 
nale  per  lo  Studio  della  Congiuntura,  Congiuntura  italiana. 
No.  11,  Rome  1959.  A  study  on  gross  fixed  investment  and 
gross  fixed  capital  stock  in  west  German  industry  suggests 
that  whereas  capital  intensity  in  industry  grew  by  only  2.2  per 
cent  from  1950  to  1955,  this  increase  amounted  to  as  much 
as  21  per  cent  from  1955  to  1959,  See  Rolf  Krengel,  “Zur 
Entwicklung  der  Brutto-  Anlage-Investitionen  und  des  Brutto- 
Anlagevermoegens  der  westdeutschen  Industrie  bis  1958/59 
und  1969/70.  Vierteljahreshefte  zur  Wirtschaftsforschung,  Jahr- 
gang  1960,  Erstes  Heft. 


Capacity  Utilization 

In  those  countries  for  which  information  is  available 
it  appears  that  the  margin  of  unutilized  productive 
capacity  is  at  present  not  much  smaller  than  that 
available  before  the  slow-down  of  1958.  For  western 
Germany  a  special  investigation  of  capacity  utili¬ 
zation  reports  that,  in  spite  of  the  rapid  increase 
in  capacity  utilization  in  industry  in  the  course  of 
1959,  the  degree  of  utilization  of  the  boom  years 
1955-1956  has  not  been  reached  for  industry  as  a 
whole.  Only  in  the  basic-materials  and  producer- 
goods  industries  is  the  degree  of  utilization  already 
so  high  as  to  require  a  probable  adjustment  of  growth 
of  output  to  the  current  rate  of  additions  to  capacity. 
In  the  investment-goods  sector,  capacity  utilization 
is  still  far  below  that  of  1955,  since  it  is  in  this  sector 
that  additions  to  capacity  have  been  relatively  largest; 
but  whereas  large  capacity  reserves  exist  in,  for 
instance,  shipbuilding,  capacity  utilization  in  the 
automobile  and  electrical  engineering  industries  is 
now  coming  close  to  the  maximum  reached  in  1955. 

See  Wochenbericht,  3  June  1960,  Deutsches  Institut  filr 
Wirtschaftsforschung. 
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In  the  consumer-goods  sector,  which  early  in  1959  had 
the  lowest  rate  of  capacity  utilization  of  all  sectors, 
there  has  since  been  a  very  rapid  increase;  however 
the  data  point  to  the  existence  of  few  bottlenecks. 

A  business  survey  conducted  in  the  United 
Kingdom  in  November  1959  indicated  that  metal¬ 
using  firms  could  expand  their  output  by  7  per  cent 
with  their  existing  labour  force  and  only  a  small 
increase  in  the  number  of  hours  worked;  they  could 
increase  output  by  18  per  cent  by  lengthening  the 
working  week  and  employing  8  per  cent  more  labour. 
There  were,  of  course,  wide  differences  among  firms 
in  the  degree  of  capacity  utilization  attained;  since 
then  the  margin  may  have  shrunk  in  those  branches 
—  motor  cars,  consumers’  durable  goods  and  ancillary 
branches  —  which  had  the  lowest  percentage  of  idle 
capacity.  But  at  the  same  time  it  is  in  precisely  these 
branches  that  capacity  has  been,  and  is  being,  extended 
most.  The  chemicals  industry  was  capable  of  a  10  per 
cent  increase  in  output  with  its  existing  labour  force, 
and  in  steel  and  textiles  an  increase  in  output  of  the 
order  of  25  per  cent  seems  possible  without  any  great 

Cf.  National  Institute  of  Economic  and  Social  Research, 
Economic  Review,  No.  7,  1960. 


increase  in  manpower.  The  only  materials  reported 
to  be  in  very  short  supply  were  sheet  steel  and  bricks. 

A  survey  of  capacity  utilization  in  Italy  shows 
that,  while  the  degree  of  plant  utilization  steadily 
improved  in  the  latter  half  of  1959,  substantial  margins 
of  unused  capacity  persisted.  Of  the  firms  canvassed, 
44  per  cent  reported  less  than  10  per  cent  unused 
capacity,  and  46  per  cent  of  them  reported  between  10 
and  30  per  cent.  Some  consumer-goods  industries 
(e.g.  food,  beverages,  clothing,  leather  products)  have 
at  their  disposal  more  comfortable  capacity  reserves 
than  the  chemicals  or  woollens  industries,  which  are 
working  with  narrower  margins,  but  the  evidence 
leaves  the  impression  that  physical  bottlenecks  will 
not  constitute  a  brake  to  Italian  expansion  in  1960. 
The  position  in  France  is  similar.  There  was  a  decline 
in  the  scale  of  reported  unutilized  capacity  between 
June  and  November  1959,  yet  77  per  cent  of  the  firms 
canvassed  stated  that  with  increased  demand  they 
could  expand  their  output,  and  there  is  no  evidence 
to  suggest  that  the  margin  has  narrowed  by  much 
since  the  last  inquiry.^*® 

Cf.  Congiuntura  italiana,  op,  cit..  No.  2,  1960. 

•**  Cf.  INSEE,  Etudes  et  Conjoncture,  No.  1-2,  1960. 


6.  The  Trade  and  Payments  of  Western  Europe 


Overseas  Trade 

Exports  to  North  America  continued  to  rise  strongly 
in  1959,  increasing  in  volume  by  as  much  as  38  per 
cent  over  the  previous  year’s  level  (see  Chart  4). 
Exports  to  primary-producing  countries  remained  at 
about  the  level  of  the  previous  year,  so  that  exports 
to  overseas  countries  combined  increased  by  9  per 
cent.  After  a  steep  decline  at  the  beginning  of  the  year, 
exports  to  primary-producing  countries  started  to  rise 
during  the  spring  of  1959,  following  an  improvement 
in  the  payments  position  of  these  countries,  and  exports 
to  North  America  reached  a  peak  in  the  third  quarter. 
The  data  so  far  available  for  the  first  quarter  of  1960 
show  a  continued  expansion  of  exports  to  primary- 
producing  countries,  with  an  increase  of  more  than  25 
per  cent  over  the  corresponding  period  of  the  previous 
year.  Exports  to  the  United  States  dropped  further,  and 
it  seems  unlikely  that  they  will  reach  1959’s  exceptional¬ 
ly  high  rate  in  1960.  Apart  from  the  disappearance  of 
such  special  factors  as  the  steel  strike,  exp)orts  to  North 
America  may  be  slowed  down,  at  least  temporarily, 
by  some  difficulties  in  the  market  for  passenger  cars, 
which  has  so  far  been  the  most  dynamic  sector  of 
western  European  exports  to  the  United  States.^®® 

It  has  been  reported  that  only  the  sales  of  a  few  popular 
foreign  models  have  continued  to  expand  at  an  unabated  rate, 
while  others  are  running  into  keener  competition  from  domesti¬ 
cally  produced  “compact  cars”  (see  Financial  Times,  13  April 
1960,  and  Survey  of  Current  Business,  March  1960,  p.  8). 


Chart  3 

Industrial  production  and  foreign  trade 
of  western  Europe  “ 


Index  numbers  of  volume  1956=100 
Adjusted  for  seasonal  fluctuations 


-  Industrial  production  ^ - Imports  from  overseas 

- Intra-trade  .  Exports  to  overseas 

Sources  :  OEEC  Slalisticat  Bulletins  —  General  Statistics',  Foreign  Trade, 
Series  1;  Foreign  Trade,  Series  A;  and  national  statistics. 

“  Figures  relate  to  OEEC  member  countries. 

^  Excluding  Spain. 
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Chart  4 

Western  Europe’s*  trade  overseas 
Index  numbers  of  volume  1956=100.  Adjusted  for  seasonal  fluctuation 
Imports  Exports 
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_ _ Imports  from  North  America _ Exports  to  North  America 

Imports  from  rest  of  the  world  - - —  —  Exports  to  rest  of  the  world 

Sources:  OEEC  Statistical  Bulletins  —  General  Statistics;  Foreign  Trade,  Series  1;  Foreign  Trade,  Series  A;  and  national  statistics. 
Figures  relate  to  OEEC  member  countries. 


Exports  to  primary-producing  countries  may  be 
expected  to  rise  briskly  in  1960  —  the  acceleration 
of  a  tendency  already  apparent  throughout  last  year 
and  which  can  be  judged  from  the  following.  The 
value  of  the  combined  imports  of  western  Europe  and 
the  United  States  from  primary-producing  countries 
rose  from  $20.9  billion  in  1958  to  $21.5  billion  in 
1959,  while  import  prices  hardly  changed.^®^  These 
annual  averages  conceal  the  divergent  trends  which 
emerged  during  the  year  for  the  two  importing  areas. 
Western  European  imports  from  the  primary-pro¬ 
ducing  countries  —  which  are  twice  as  great  as  those 
of  the  United  States  —  began  to  increase  in  the  latter 
half  of  the  year,  and  at  an  accelerating  rate  in  the 

***  Landed  prices  of  European  imports  from  overseas  have, 
however,  already  risen  in  response  to  higher  freights.  The  tramp 
freights  index  of  the  Chamber  of  Shipping  of  the  United  King¬ 
dom  rose  by  about  25  per  cent  from  May  to  December  1959, 
and  remained  stable  at  the  December  level  in  the  first  months 
of  1960. 


early  months  of  1960;  but  American  imports  remained 
fairly  stable  throughout  1959.  On  the  other  hand,  the 
value  of  imports  into  primary-producing  countries 
from  western  Europe  and  the  United  States  declined 
from  $20.8  billion  in  1958  to  $19.9  billion  in  1959.1®“ 
These  trade  movements  were  only  partly  reflected 
in  the  increase  (of  $300  million)  of  the  foreign  ex¬ 
change  reserves  of  the  primary-producing  countries: 
the  imoort  capacity  of  these  countries  at  the  end  of 
1959  was,  nevertheless,  higher  than  a  year  earlier  and 
has  probably  risen  further  in  1960  (see  Chart  4).i®® 

TThe  United  States  and  western  Europe  contributed  about 
equally  to  this  decline  of  S900  million. 

The  slight  increase  in  the  exports  of  the  primary-producing 
countries  during  1959  barely  affected  Latin  America,  primarily 
because  of  the  levelling-off  of  agricultural  exports;  exports 
from  the  overseas  sterling  area,  by  contrast,  increased  by  nearly 
10  per  cent  —  principally  in  rubber,  textile  fibres  and  some  other 
industrial  raw  materials.  Latin  American  imports  declined 
absolutely  and  relatively  more  than  those  of  the  overseas 
sterling  area. 


Table  17 

Production  and  foreign  trade  “  in  western  European  regional  groups 
Percentage  changes  at  current  values 


1952  to  1956 
Annual  rate 

1958  to  1959 

First  quarter  1959 
to  first  quarter  I960 

. 

EEC 

EFTA 

EEC  EFTA 

EEC 

EFTA 

Gross  national  product  ^  .  .  .  . 
Industrial  production  . 

6.0 

8.9 

4.0 

4.9  <* 

4.3  3.5 ' 

6.3  6.4“ 

12.1 

10.6“ 

Intra-trade . 

15.0 

19.1  7.6 

38.7 

23.6 

EEC  exports  to  the  EFTA  .  .  . 

-  9.3 - 

- 9.6 - 

- 29.5 - 

EFTA  exports  to  the  EEC  .  .  . 
Imports  from  the  world  *  .  .  .  . 

74 

8.5 

4.8 

0.7  6.0 

28.7 

21.2 

Imports  from  third  markets-^  .  . 

7.8 

-1.4  5.1 

31.4 

19.6 

Imports  from  United  States  .  . 

6.1 

-5.3  3.1 

52.9 

43.2 

Exports  to  the  world  * . 

7.7 

7.5  4.2 

30.9 

15.2 

Exports  to  third  markets  >  .  .  . 

6.9 

4.3 

6.6  3.0 

31.6 

14.9 

Exports  to  United  States  .... 

12.7 

7.8 

42.8  28.9 

30.1 

15.2 

Sources  :  OEEC  Statistical  Bulletins  —  General  Statistics;  Foreign  Trade, 
Series  A;  United  Nations,  Direction  of  International  Trade;  national  statistics. 
®  Imports  c.i.r.,  exports  f.o.b. 

^  In  volume  terms. 

‘  Excluding  Portugal. 

^  Excluding  Portugal  and  Switzerland. 


*  Excluding  intra-trade  of  the  EEC  and  EFTA,  respectively. 
f  Total  imports  of  the  EEC,  excluding  intra-trade  and  imports  from  the 
EFTA,  and  total  imports  of  the  EFTA,  excluding  intra-trade  and  imports 
from  the  EEC. 

9  Total  exports  of  the  EEC,  excluding  intra-trade  and  exports  to  the  EFTA, 
and  total  exports  of  the  EFTA,  excluding  intra-trade  and  exports  to  the 
EEC. 


The  relative  position  of  the  exports  of  the  two 
industrial  areas  (western  Europe  and  the  United 
States)  in  the  primary  producers’  markets  changed 
little  in  1959.^®*  However,  the  United  States  export 
drive,  backed  by  larger  assistance  from  the  Export- 
Import  Bank,  may  show  some  results  in  the  second 
half  of  the  year;  moreover  internal  demand  is  likely 
to  be  less  buoyant  in  the  United  States  than  in  western 
Europe  and  trade  discrimination  against  dollar  goods 
is  being  gradually  reduced. 

Infra-  Western-European  Trade 

Trade  among  western  European  countries  rose 
sharply  in  1959,  and  this  movement  has  become  more 
pronounced  during  the  first  months  of  1960  (see 
Chart  3).  From  1958  to  1959  intra-western  European 
trade  increased  by  nearly  1 5  per  cent  —  with  a  particu¬ 
larly  strong  increase  (of  about  19  per  cent)  within 
the  European  Economic  Community  and  a  rise  of 
only  8  per  cent  within  the  European  Free  Trade 
Association.  In  the  rise  in  1959  of  the  rate  of  growth 
of  intra-trade  among  the  EEC  countries,  anticipation 
of  future  developments  is  likely  to  have  been  of  much 
greater  importance  than  the  direct  effects  of  arrange¬ 
ments  already  in  force.  The  increase  in  industrial 


'**  This  may  be  seen  from  the  following  figures: 


United  States 

Western  Europe 

Percentage  shares 

1938 

1959 

1958  1959 

Exports  .... 

.  .  .  .  35.8 

35.2 

64.2  64.8 

Imports  .... 

.  .  .  .  32.4 

32.7 

67.6  67.3 

production  and  in  gross  national  product  was  of  about 
the  same  magnitude  in  the  two  regional  groups 
(see  Table  17).  However,  the  different  relationship 
in  the  two  groups  between,  on  the  one  hand,  the 
increase  in  industrial  production  and  gross  national 
product  and,  on  the  other,  the  increase  in  intra¬ 
trade,  is  not  peculiar  to  1959,  for  similar  relations 
obtained  during  the  1952-1956  expansion.  In  that 
period,  intra-trade  among  the  six  countries  now 
linked  in  the  European  Economic  Community  in¬ 
creased  almost  three  times  as  much  as  gross  national 
product  and  nearly  twice  as  much  as  industrial  pro¬ 
duction;  but  in  the  countries  which  now  constitute 
the  European  Free  Trade  Association,  the  difference 
between  the  expansion  of  production  and  of  intra¬ 
trade  was  small.  During  1952  to  1956,  as  in  1959, 
the  importance  of  intra-trade  was  quite  different  in 
the  two  areas:  among  the  Six,  it  developed  much 
more  quickly  than  trade  with  outside  markets ;  among 
the  Seven,  in  contrast,  the  most  dynamic  element 
has  been  trade  with  the  Six,  which,  in  1952-1956,  rose 
at  nearly  twice  the  rate  of  intra-trade  and  considerably 
faster  than  trade  with  all  overseas  areas. 

This  divergence  between  the  rates  of  growth  of 
production  and  intra-trade  among  the  countries  of  the 
EEC  and  those  of  the  EFTA  became  wider  still  in  1959. 
Intra-trade  among  the  Six  expanded  three  times  faster 
than  industrial  production  in  1959;^“  it  had  risen  only 

The  changed  position  of  the  Saar  accounted  for  no  more 
than  3  per  cent  of  this  growth. 
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twice  as  fast  as  industrial  production  between  1952 
and  1956.  By  contrast,  the  relationship  between  rates 
of  growth  of  intra-trade  and  industrial  production  in 
the  Seven  was  much  the  same  in  1959  as  in  1952-1956. 

The  expansion  of  intra-trade  among  the  Six,  both 
in  1952-1956  and  in  1959,  was  not  only  much  greater 
than  the  expansion  of  intra-trade  among  the  Seven, 
but  also  substantially  larger  than  the  increase  in 
imports  into  the  Six  from  the  Seven.^®*  This  divergence 
can  be  explained  partly  by  the  higher  rate  of  overall 
growth  enjoyed  by  the  EEC  countries  (particularly 
western  Germany)  as  a  group,  and  partly  by  the 
proximity  of  member  countries. 

In  1959,  the  divergence  between  the  rates  of  growth 
of  intra-trade  among  the  Six  and  their  imports  from 
the  Seven  was  much  more  marked  than  in  the  years 
1952-1956.  While  intra-trade  among  the  Six  continued 
to  expand  unabated  compared  with  the  period  1952- 
1956,  their  imports  from  the  Seven  increased  by  only 
just  over  7  per  cent  in  1959  compared  with  an  annual 
rate  of  almost  11  per  cent  from  1952-1956. 

Little  can  be  read  into  the  figures  for  the  first  quarter 
of  1960;  the  period  is  short  and  even  slight  differences 
among  countries  in  the  timing  and  extent  of  restocking 
may  have  exaggerated  importance  in  the  trade  returns. 
This  reservation  made,  the  most  striking  development 
revealed  by  the  figures  in  Table  17  is  the  vigorous 
expansion  of  intra-trade  among  the  EFTA  countries. 
This  trade  rose  more  than  twice  as  fast  as  the  industrial 
production  of  these  countries  and  faster  than  their 
exports  to  the  Six:  both  tendencies  are  in  contrast 
with  the  developments  of  1952-1956  and  1959  described 
above.  As  a  result,  the  difference  in  the  rate  of  expan¬ 
sion  of  intra-trade  among  the  Six  and  among  the 
Seven  appears  to  have  narrowed  substantially.  On  the 
whole,  the  figures  seem  to  suggest  that  the  accom¬ 
plished  —  and  (more  important)  anticipated  —  reduc¬ 
tion  of  trade  barriers  within  the  EEC  has  engendered 
increased  trade  within  the  area  in  1959  while  trade 
expansion  between  the  EEC  and  the  EFTA  has 
simultaneously  slowed  down.  The  acceleration  of  intra¬ 
trade  among  EFTA  countries  in  early  1960  may  also 
point  to  a  growing  concentration  of  trade  within  this 
area. 

The  divergent  course  of  imports  into  European 
countries  from  European  and  non-European  sources, 
which  had  already  appeared  toward  the  end  of  1957, 
continued  in  1959.  The  intra-trade  of  the  Six  and  their 
imports  from  the  United  States  moved  in  quite 
different  directions:  this  is  especially  true  of,  though 

***  In  the  earlier  period  the  extensive  economic  integration 
between  Belgium  and  the  Netherlands  was  not  a  major  factor 
in  the  expansion  of  trade  among  the  six  countries  now  constitut¬ 
ing  the  EEC.  In  fact,  the  rate  of  expansion  of  intra-trade  between 
Belgium  and  the  Netherlands  in  1952-1956  was  lower  than  that 
of  the  total  expansion  of  intra-trade  which  took  place  in  those 
years  in  the  six  countries  (12  and  15  per  cent  respectively). 


by  no  means  confined  to,  France  and  Italy.  French 
internal  demand  expanded  only  moderately  in  1959, 
in  contrast  with  the  development  in  most  western 
European  countries.  Largely  in  consequence  of  this 
and  the  end- 1958  devaluation,  France  was  the  sole 
country  of  western  Europe  to  experience  a  fall  in  total 
imports  (in  dollars)  between  1958  and  1959.^®’  But 
French  imports  from  different  sources  have  been 
affected  very  unevenly:  imports  from  the  United 
States  declined  by  as  much  as  25  per  cent,  whereas 
those  from  other  western  European  countries  — 
especially  those  from  the  EEC  countries  —  continued 
to  increase  or  remained  at  the  1958  level.  Italian 
imports  from  the  United  States  also  fell  by  about 
25  per  cent  in  1959,  but  total  imports  rose  by  6  per 
cent.^®®  The  imports  of  the  EEC  group  from  the 
United  States  declined  by  nearly  6  per  cent  between 
1958  and  1959  —  a  decline  which  was  not  confined 
to  fuels  and  crude  materials.  As  can  be  seen  from 
Table  18,  the  divergence  between  intra-trade  and 
imports  from  the  United  States  affected  almost  all 
major  commodity  groups,  except  food,  beverages  and 
tobacco.  In  particular,  imports  of  manufactured 
articles,  and  machinery  and  transport  equipment,  from 
the  United  States  declined  by  3  per  cent  and  7  per  cent 
respectively,  whereas  intra-trade  in  these  products  rose 
by  24  per  cent  and  13  per  cent.  This  tendency  was, 
however,  already  reversed  in  the  last  quarter  of  1959, 
following  the  upturn  in  economic  activity  in  western 
Europe,  and  imports  from  the  United  States  continued 
to  expand  rapidly  in  the  first  quarter  of  1960  in  both 
the  EEC  and  EFTA  countries. 

It  may  be  asked  whether  there  was  any  connexion 
in  1959  between  the  commodity  composition  of 
intra-western  European  trade  and  the  trade  develop¬ 
ments  which  occurred  within  each  of  the  two  major 
western  European  regional  groups  and  in  their  recip¬ 
rocal  trade  flows.  The  creation  of  the  two  trade 
areas  is  too  recent  to  make  possible  any  conclusive 
answer  to  this  question  —  particularly  in  respect  of 
trade  among  the  Seven.  The  figures  presented  in 
Table  18  seem  to  indicate  that  the  commodity  structure 
of  trade  has  been  of  minor  importance  in  determining 
the  different  rates  of  growth  of  the  global  trade  flows 
shown,  since  all  the  major  commodity  groups  have 
tended  to  behave  in  a  similar  way.  Intra-trade  among 
the  Six  expanded  more  than  their  imports  from  the 
Seven  in  all  the  commodity  groups  listed  in  the  table, 
the  only  significant  differences  occurring  in  trade  in 
food  and  crude  materials.  The  United  Kingdom’s 
exports  to  the  Six  fared  somewhat  better  than  the 

However,  imports  did  rise  again  in  the  latter  part  of  the 

year. 

*’•  As  noted  earlier,  differences  in  the  timing  and  extent  of 
restocking  in  individual  western  European  countries  may 
partly  explain  the  changes  in  their  imports  from  the  United 
States. 
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Table  18 


Foreign  trade  of  the  EEC  countries  by  major  commodity  classes  and  areas  of  origin 
and  destination  in  1958  and  1959 

Percentage  changes  over  the  corresponding  period  of  the  previous  year 
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i 

Period 

Intra- 

trade 

Iniports  from 

I 

1 

Exports  to 

EFTA 

of  which 
United 
Kingdom 

United 

States 

1 

World  1 

EFTA 

of  which 
United 
Kingdom 

United 

States 

World 

0.  1,4 

Food,  drink,  tobac- 

i  1st  half 

-7.8 

+  3.7 

-17.9 

-32.7 

-0.8 

+  12.5 

+  24.2 

+  8.3 

-2.6 

CO  and  animal 

1958  2nd  half 

-11.2 

-2.1 

-5.0 

-6.4 

-4.0 

-8.7 

+  1.5 

+  16.3 

-6.8 

and  vegetable  oils 

(  Year 

-9.6 

1-0.8 

-12.2 

-21.0 

-2.4 

+0.9 

+  11.9 

+  12.6 

-4.8 

(  1st  half 

+8.7 

-1.4 

-12.1 

+23.5 

-3.7 

-3.4 

-5.8 

+  12.2 

-0.5 

1959  ’  2nd  half 

+41.7 

+9.0 

+  13.5 

+27.6 

+  11.7 

-2.7 

-10.8 

-0.3 

+  13.9 

(  Year 

+26.0 

+  3.7 

0 

+25.7 

+  3.8 

-3.1 

-8.3 

+5.3 

+6.9 

2 

Crude  materials 

(  1st  half 

-26.1 

-17.0 

-27.2 

-29.0 

-21.8 

-24.1 

-26.8 

-16.0 

-22.6 

1958  2nd  half 

-11.9 

-11.0 

-9.2 

-34.0 

-17.8 

-11.9 

-3.4 

+  5.2 

-9.0 

(  Year 

-19.6 

-14.0 

-19.0 

-31.1 

-20.0 

-18.1 

-15.5 

-5.1 

-16.1 

i  1st  half 

+  14.7 

+  1.4 

+  16.3 

-44.6 

-8.1 

+  15.3 

+20.3 

+38.2 

+  14.3 

1959  2nd  half 

+41.5 

+  1.2 

+  18.7 

+0.8 

+  12.2 

+24.4 

+  16.7 

+24.9 

+31.2 

(  Year 

+28.3 

+  1.3 

+  17.5 

-25.7 

+  1.7 

•  20.1 

+  18.3 

+  30.7 

+23.0 

3 

Mineral  fuels  .  . 

(  1st  half 

-4.3 

-42.1 

-45.0 

-52.2 

-15.8 

-6.2 

+45.5 

+63.0“ 

-2.1 

1958  2nd  half 

-5.3 

-10.5 

-11.8 

-44.4 

-8.9 

-4.6 

+  3.9 

-21.1  “ 

-4.0 

(  Year 

-4.8 

-28.0 

-31.1 

-49.0 

-12.4 

-5.3 

+21.6 

+28.3  “ 

-3.1 

(  1st  half 

-0.7 

-i-4.5 

+  1.0 

-45.1 

-6.2 

-8.8 

-18.7 

+56.8“ 

-2.9 

1959  2nd  half 

+3.2 

-18.7 

-16.6 

-49.6 

-11.3 

-15.3 

-35.0 

+240.0“ 

-3.4 

(  Year 

+  1.3 

-8.4 

-8.4 

-47.1 

-8.7 

-11.9 

-26.7 

f  103.4“ 

-3.2 

5 

Chemicals  .... 

(  1st  half 

+2.7 

-1.4 

-8.0 

+  7.3 

+2.7 

+2.8 

+  5.4 

-6.9 

+3.3 

1958  2nd  half 

+8.5 

+  3.1 

-1.7 

+  9.2 

+7.2 

+  1.2 

+0.6 

+  7.8 

+5.5 

1  Year 

+  5.5 

+0.8 

-4.8 

+8.2 

+4.9 

+2.0 

+3.1 

+0.4 

+4.4 

(  1st  half 

rl5.0 

+  8.8 

+7.7 

+  1.4 

+  8.7 

+  10.4 

+5.9 

+  33.3 

+  10.6 

1959  2nd  half 

+  30.1 

+  16.7 

+8.1 

+  15.8 

+21.6 

-‘-24.6 

-r25.7 

+  32.3 

+20.7 

1  Year 

4  22.6 

+  12.8 

+7.9 

+  8.5 

+  15.2 

+  17.5 

+  15.5 

+  32.7 

+  15.7 

6 

Manufactured 

(  1st  half 

-5.3 

-11.7 

-20.8 

-20.2 

-9.1 

-16.6 

-15.2 

-20.0 

-9.3 

goods 

1958  2nd  half 

-6.6 

+0.4 

+5.1 

-8.0 

-3.2 

-10.6 

-14.6 

+  19.3 

0 

(  Year 

-6.0 

-5.8 

-9.0 

-14.6 

-6.2 

-13.7 

-14.9 

-1.7 

-4.7 

(  1st  half 

+  10.3 

+  10.8 

+22.7 

+  1.7 

-t  8.6 

+4.2 

-2.6 

+70.1 

+7.9 

1959  2nd  half 

+  38.8 

+  19.2 

-27.0 

-7.6 

+  26.3 

+  25.6 

+  14.0 

+48.9 

+  18.8 

(  Year 

+  24.5 

+  15.2 

+25.0 

-2.9 

+  17.5 

+  15.1 

+  5.6 

+  58.1 

+  13.6 

7 

Machinery  and 

(  1st  half 

-0.5 

+  1.8 

4  0.9 

-2.6 

+  1.4 

+22.5 

+21.3 

+  31.4 

+  13.2 

transport  equip- 

1958  2nd  half 

+  6.2 

-6.0 

-14.1 

-17.3 

-2.6 

+  15.7 

+3.6 

+40.3 

+  13.6 

ment 

(  Year 

-4-2.8 

-2.1 

-6.8 

-10.1 

-0.7 

+  18.9 

+  11.5 

+  36.3 

+  13.4 

(  1st  half 

+9.5 

+7.0 

+  10.4 

-16.2 

+  5.9 

+5.6 

+  18.3 

+  57.2 

+6.9 

1959  2nd  half 

+  16.5 

+  8.8 

+  11.5 

+3.2 

+  13.6 

+  14.8 

+49.2 

+  36.9 

+  14.0 

(  Year 

+  13.0 

+7.9 

+  10.9 

-7.1 

+9.7 

+  10.3 

+  34.2 

+45.6 

+  10.6 

8 

Miscellaneous 

(  1st  half 

+6.0 

+  12.2 

+6.2 

+  14.1 

+  16.5 

+6.7 

+  17.9 

+4.1 

+4.5 

manufactured 

1958  2nd  half 

+  10.0 

+44.9 

+  59.1 

-5.5 

+  36.2 

+  10.2 

+23.8 

+  10.9 

+9.3 

articles 

(  Year 

+  5.7 

+29.5 

+  33.0 

+3.9 

+26.8 

+  8.5 

+20.9 

+7.9 

+7.0 

i  1st  half 

+  16.0 

+  34.9 

+25.7 

+  11.5 

+  19.9 

+  20.4 

+40.6 

+26.9 

+  12.6 

1959  2nd  half 

1  26.4 

-3.0 

-20.0 

+485.1" 

+  33.5 

+  30.5 

+  52.9 

+  34.1 

+23.2 

(  Year 

+21.4 

+  12.5 

-2.0 

+235.9 

+  27.6 

+25.8 

+47.0 

+  31.0 

+  18.3 

0  to  9 

Total . 

(  1st  half 

-5.6 

-7.0 

-14.3 

-29.3 

-9.3 

+0.7 

+7.9 

-1.2 

-0.7 

1958  2nd  half 

-2.8 

-1.2 

-1.9 

-23.4 

-5.9 

-0.1 

-0.7 

+22.0 

+  3.4 

(  Year 

-4.2 

-4.1 

-8.3 

-26.6 

-7.6 

+0.3 

+3.4 

+  10.6 

+  1.4 

(  1st  half 

+9.6 

+7.5 

+  13.6 

-19.4 

-0.1 

+4.4 

+4.0 

+  50.8 

+6.1 

1959  2nd  half 

+28.4 

+8.7 

+  12.8 

+  10.8 

+  12.6 

+  14.4 

+  13.7 

+  36.6 

+  15.6 

i  (  Year 

_ 

+  19.1 

-j-Sel 

+  13.2 

-5.3 

+6.2 

+9.6 

1 

+  8.9 

+42.8 

+  11.0 

a 

b 


Sources :  OEEC  Statistical  Bulletliu  —  Foreign  Trade,  Series  IV,  B  and  C. 

The  weight  of  this  group  in  total  exports  to  the  United  States  is  less  than  0.5  per  cent. 

Entirely  due  to  increased  imporu  into  western  Oemiany.  which  accounted  for  94  per  cent  of  the  total  of  the  group. 
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exports  of  the  other  EFTA  members,  but  their  rate  of 
expansion  was  about  one-third  less  than  that  of  intra¬ 
trade  among  the  Six;  this  applies  to  all  commodity 
groups  with  the  sole  exception  of  the  group  “  manu¬ 
factured  goods  Exports  from  the  Seven  to  the  Six 
expanded  more  than  the  exports  of  the  United  States 
to  the  Six  and  this  applied  again  to  most  commodity 
groups. 

That  the  divergent  developments  between  the  global 
intra-trade  of  the  EEC  countries  and  their  imports 
from  the  Seven  in  1959  can  hardly  be  explained  in 
terms  of  the  commodity  structure  of  the  exports  of 
the  two  areas  is  further  borne  out  by  the  figures 
below: 

Commodity  composition  of  trade  among  the  EEC  countries  (A) 
and  of  imports  from  EFTA  (B)  in  1959 

Percentages 


Commodity 

(A) 

(B) 

Food,  drink,  tobacco,  animal  and  vegetable 
oils . 

14.1 

14.2 

Crude  materials . 

8.7 

19.9 

Mineral  fuels  . 

9.7 

1.8 

Chemicals . 

7.0 

6.9 

Manufactured  goods . 

30.6 

27.6 

Machinery . 

22.4 

21.1 

Miscellaneous  manufactured  goods  .  .  . 

7.0 

7.2 

Total  (SITC,  0  to  9) . 

100.0 

100.0 

The  commodity  composition  of  intra-trade 

among 

the  Six  is  very  similar  to  that  of  imports  from  the 
Seven  to  the  Six,  with  the  two  exceptions  of  “  crude 
materials  ”  and  “  mineral  fuels  The  former  group 
accounted  for  20  per  cent  of  total  imports  of  the  Six 
from  the  Seven  and  for  only  9  per  cent  of  intra¬ 
trade.  Yet  although  the  intra-trade  of  the  Six  in 
crude  materials  increased  more  than  trade  in  any 
other  commodity  group  in  1959,  this  category  of 
imports  from  the  Seven  rose  only  fractionally ;  on  the 
other  hand,  intra-trade  in  fuels  stagnated  in  1959. 

In  the  near  future,  the  development  of  intra-western 
European  trade  —  and  indirectly  western  Europe’s 
trade  with  overseas  countries  —  will  be  affected  by 
a  number  of  new  factors;  and  while  the  direction  in 
which  these  factors  will  operate  can  be  envisaged,  it  is 
impossible  to  predict  their  quantitative  impact  either 
on  individual  countries  or  on  the  two  sub-regional 
groups  —  the  European  Economic  Community  and 
the  European  Free  Trade  Association. 

On  1  July  1960,  tariffs  within  the  Common  Market 
are  expected  to  be  lowered  by  a  further  10  per  cent 

***  The  first  general  tariff  reduction  —  of  10  per  cent  —  was 
introduced  on  1  January  1959  and  was  extended  to  all  members 
of  the  GATT,  with  a  double  exception:  (a)  the  duties  on  com¬ 
modities  included  in  the  G-list,  which  account  for  about  one- 
fifth  of  the  total  imports  of  the  Six,  were  not  lowered  vis-i-vis 
third  countries;  and  (b)  the  tariff  reductions  accorded  to 
outside  countries  could  not  bring  the  customs  tariff  below  the 
external  common  tariff  (see  the  Economic  Bulletin  for  Europe, 
Vol.  11,  No.  2,  p.  19). 


and  the  EFTA  countries  will  cut  their  tariffs  on  intra¬ 
trade  in  industrial  products  by  20  per  cent.  For  six 
months  the  two  subregional  groups  will  therefore  be 
in  a  similar  position,  with  their  internal  customs 
tariffs  20  per  cent  lower  than  before  the  entry  into  force 
of  the  Treaties.  On  1  January  1961  (12  months  earlier 
than  foreseen  in  the  original  programme)  it  is  planned 
to  lower  internal  tariff  barriers  within  the  Common 
Market  by  another  10  per  cent,  but  no  similar  measure 
is  envisaged  for  the  Seven  at  present.  These  two 
steps  in  the  reduction  in  tariff  barriers  among  the  Six 
will  not  be  extended  automatically  to  any  outside 
countries  —  as  was  at  least  partly  the  case  for  the  10 
per  cent  reduction  in  1959.  In  January  1961  the  EEC 
countries  will  also  begin  to  adjust  their  respective 
external  tariffs  towards  the  eventual  common  tariff.**® 
These  steps  are  likely  to  strengthen  the  tendencies 
already  apparent  during  1959  towards  a  more  rapid 
expansion  of  trade  within  the  regional  groups  than 
between  them;  however,  for  the  reasons  already 
discussed  in  a  previous  Bulletin,^*^  it  is  unlikely  that 
the  expansion  of  intra-trade  among  the  EFTA  coun¬ 
tries  will  be  as  great  as  that  among  the  EEC  countries. 
If  the  proposals  for  a  lower  external  tariff  for  non- 
agricultural  products  are  implemented,  they  will 
represent  an  expansionary  factor  for  the  development 
of  international  trade  as  a  whole ;  steps  to  reduce  the 
Community’s  external  tariffs  may  be  accompanied  by  a 
lowering  of  tariffs  applied  to  EFTA  countries’  trade 
with  non-members.  On  the  other  hand,  the  policy 
envisaged  for  agriculture  in  the  EEC  apparently 
continues  to  imply  an  important  degree  of  pro¬ 
tection.**® 

Balance-of-payments  Developments 

As  can  be  seen  from  Table  19,  foreign  exchange 
reserves  continued  to  increase  rapidly  in  France 
during  the  first  quarter  of  1960;  in  western  Germany 
the  decline  which  had  characterized  the  first  three 
quarters  of  1959  was  reversed  in  the  fourth  quarter 
and  the  accumulation  of  reserves  continued  in  the 
first  half  of  1960;  in  the  United  Kingdom  the  in¬ 
crease  of  reserves  early  in  1960  was  relatively  small. 

By  the  end  of  this  year  the  Six  will  reduce  by  30  per  cent 
the  gap  between  their  national  tariffs  and  the  future  external 
tariff.  The  latter  will  provisionally  be  lowered  by  20  per  cent 
for  this  operation,  subject  to  the  condition  that  the  reduced 
duties  will  not  fall  below  the  level  of  the  external  tariff  as  origin¬ 
ally  calculated.  The  provisional  cut  of  20  per  cent  in  the  intended 
external  tariff  of  the  EEC  will  serve  as  a  basis  for  bargaining 
within  the  GATT. 

»«  Vol.  11,  No.  2,  p.  7,  et  seq. 

***  Internal  tariffs  on  agricultural  goods  will  be  reduced  by 
10  per  cent  on  1  July  1960.  Another  5  per  cent  reduction  for 
agricultural  products  not  liberalized  will  be  made  on  1  January 
1961.  At  the  beginning  of  1961  the  existing  import  quotas 
affecting  agricultural  produce  in  the  sue  countries  will  be 
increased  by  20  per  cent 


Table  19 

Foreign  exchange  reserves,  balance  of  goods  and  services  and  foreign  trade  of  selected  western  European  countries 

Millions  of  dollars,  and  percentages 


Country 

Period 

Gold  and  foreign  | 
exchange 
reserves  “ 

! 

Balance  of 
goods  and 
services 

Trade  balance  j 

Imports  c.i.f.  j 

Exports  f.o.b. 

Current 

prices 

Constant  ^ 
prices 

Percentage  change  (value)  over 
corresponding  period  of  previous 
year 

1 

2 

3 

4 

5 

6 

’  i 

8 

Austria . 

Year 

1958 

665 

51 

-153 

Year 

1959 

679 

51 

-180 

-197 

5 

2nd  half 

1959 

679 

31 

-103 

-102 

8 

1st  qtr. 

1960 

658 

-75 

-62 

19 

Belgium-Luxembourg . 

Year 

1958 

1  497 

422 

-82 

Year 

1959 

1  222 

-148 

-75 

10 

8 

2nd  half 

1959 

1  222 

-56 

-24 

13 

13 

1st  qtr. 

1960 

1  295 

-25 

21 

29 

Denmark ' . 

Year 

1958 

230 

126 

-101 

Year 

1959 

312 

8 

-210 

-279 

17 

9 

2nd  half 

1959 

312 

16 

-121 

-147 

19 

13 

1st  qtr. 

1960 

269 

-119 

32 

6 

France  . 

Year 

1958 

1  050 

-313 

-483 

Year 

1959 

1  720 

717 

+527 

+  536 

-9 

10 

2nd  half 

1959 

1  720 

+425 

+367 

— 

15 

1st  qtr. 

1960 

1  854 

+  188 

35 

52 

Western  Germany  •  .  . 

Year 

1958 

6  321 

2102 

+  1  397 

Year 

1959 

5  015 

1  948 

+  1  327 

+  1  175 

15 

li 

2nd  half 

1959 

5  015 

1037 

+651 

+611 

22 

14 

1st  qtr. 

1960 

5  125 

+338 

+310 

32 

28 

Italy . 

Year 

1958 

2.321 

304 

-618 

Year 

1959 

3  294 

554 

-432 

-404 

6 

15 

2nd  half 

1959 

3  294 

513 

-117 

-67 

13 

26 

1st  qtr. 

1960 

3  320  • 

-281 

-339 

52 

39 

Netherlands . 

Year 

1958 

1  493 

419 

-405 

Year 

1959 

1  355 

417 

-331 

-455 

9 

12 

2nd  half 

1959 

1  355 

236 

-124 

-194 

10 

14 

1st  qtr. 

1960 

1  379 

-133 

-138 

23 

20 

Norway . 

Year 

1958 

243 

-179 

-565 

Year 

1959 

256 

-90 

-506 

-534 

1 

9 

2nd  half 

1959 

256 

-21 

-244 

-258 

1 

10 

1st  qtr. 

1960 

264 

-119 

3 

15 

Spain . 

Year 

1958 

65/ 

-213 

-363 

Year 

1959 

199/ 

-58 

-294 

-318 

-6 

3 

2nd  half 

1959 

199/ 

35 

-118 

-125 

-16 

-20 

1st  qtr. 

1960 

+  14  V 

Sweden . 

Year 

1958 

473 

-45* 

-278 

Year 

1959 

423 

11  * 

-198 

-218 

2 

6 

2nd  half 

1959 

423 

_4* 

-121 

-130 

8 

5 

1st  qtr. 

1960 

398 

-125 

38 

27 

Switzerland . 

Year 

1958 

2  063 

220 

-161 

Year 

1959 

2060 

-229 

-261 

12 

9 

2nd  half 

1959 

2  060 

-108 

-124 

20 

12 

1st  qtr. 

1960 

1  873 

-72 

21 

15 

United  Kingdom  *  .  . 

Year 

1958 

3  069 

1  179 

-1  187 

Year 

1959 

2  736 

602 

-1495 

-1486 

6 

3 

2nd  half 

1959 

2  736 

98 

-871 

-822 

7 

4 

1st  qtr. 

1960 

2  780 

-475 

-469 

20 

16 

Sources  :  International  Monetary  Fund,  International  Financial  Statistics, 
Balance  of  Payments  Yearbook,  Washington;  OEEC  Statistical  Bulletins — 
General  Statistics  and  Over-all  Trade  by  Countries,  Series  A;  national  statistics. 

^  Data  refer  to  holdings  of  central  banks  and  treasuries  at  end  of  period. 

^  Prices  of  corresponding  period  of  previous  year. 

^  General  trade,  excluding  ships  and  aircraft. 

^  Data  for  balance  of  goods  and  services  refer  to  transactions  of  metropolitan 
France  with  non-franc  countries. 


*  From  July  of  19S9,  including  the  Saar. 

f  Gold  of  the  Bank  of  Spain  and  gold  and  official  holdings  of  the  Spanish 
Foreign  Exchange  Institute. 

V  February. 

*  Including  private  donations. 

*  Prior  to  December  1938,  refers  to  holdings  of  gold  and  US  and  Canadian 
dollars;  since  then,  also  includes  holdings  of  other  convertible  currencies. 
For  trade,  general  exports  are  used,  but  constant  prices  have  been  calculated 
on  unit  value  index  numbers  of  United  Kingdom  exports. 
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when  seasonal  factors  are  discounted.  In  the  other 
countries  listed,  the  exchange  reserves  showed  only 
minor  changes  with  a  tendency  —  already  observable 
during  the  second  half  of  1959  —  towards  a  slight 
reduction.^*®  The  sharp  rise  of  imports,  largely  the 
outcome  of  restocking  during  the  first  months  of 
1960,  led  to  some  decline  in  the  foreign  exchange 
holdings  of  some  western  European  countries.  In  no 
country,  except  perhaps  Denmark  and  the  United 
Kingdom,  are  the  prospective  developments  of  the 
balance  of  payments  a  source  of  concern. 

The  visible  trade  deficit  increased  in  1959  in  Austria, 
Belgium-Luxembourg,  Denmark,  the  United  Kingdom 
and  Switzerland;  in  Italy,  the  Netherlands,  Norway 
and  Sweden  it  was  reduced;  western  Germany  had  a 
visible  trade  surplus  of  about  the  same  value  as  in 
1958;  and  in  France  a  surplus  replaced  the  heavy 
deficit  of  1958.  The  two  last  countries  continued  to 
have  surpluses  in  the  first  quarter  of  1960.  I  a  only 
four  western  European  countries  were  the  changes 
in  the  visible  trade  balance  in  1959  notably  large: 
France  and  Italy  improved  their  balances,  and  Den¬ 
mark  and  the  United  Kingdom  returned  higher 
deficits.  Such  changes  as  occurred  have  been  mainly 
due,  in  almost  all  western  European  countries,  to 
variations  in  trade  volumes,  since  price  movements 
have  been  minor.  Both  import  and  export  prices 
declined  slightly  in  most  countries  in  1959,  and  the 
figures  so  far  available  for  the  early  months  of  1960 
indicate  that  these  prices  have  been  stable. 

France,  western  Germany  and  Italy  are  likely 
substantially  to  increase  their  foreign  exchange 
reserves  in  1960.  The  French  balance  of  visible 
trade  in  the  first  quarter  of  this  year  showed  a  surplus 
of  $188  million  (as  against  a  deficit  of  $13  million  in 
the  corresponding  period  of  1959);  foreign  exchange 
reserves  were  $134  million  higher,  merchandise 
exports  up  by  over  50  per  cent  and  imports  by  35  per 
cent.  The  exceptional  increase  in  exports  seems  to 
have  been  due  to  the  combined  effect  of  relatively 
weak  internal  demand  and  the  strong  competitive 
position  of  French  products  following  the  1958 
devaluation.^^  For  1960  as  a  whole,  the  original 

It  has  already  been  stressed  in  the  Survey  for  1959  (Chapter 
I,  p.  11)  that  the  figures  of  the  official  foreign  exchange  reserves 
understate  the  improvement  in  the  balance  of  payments  of  some 
countries  in  1959  because  of  the  increased  foreign  exchange 
holdings  of  the  commercial  banks.  This  applies,  for  instance, 
to  the  Netherlands,  Sweden  and  Italy. 

^‘*The  improvement  between  the  first  quarters  of  1959  and 
1960  cannot,  however,  be  extrapolated  to  estimate  the  improve¬ 
ment  in  1960  over  1959  as  a  whole,  since  in  the  first  quarter 
of  1959  (and  probably  even  in  the  second)  the  devaluation 
carried  out  at  the  end  of  1958  had  not  had  time  to  produce 
its  effects. 

Further  measures  of  import  liberalization  have  recently 
been  adopted.  In  February,  March,  April  and  May,  additional 
lists  of  quota-free  goods  were  published,  raising  the  “  liberaliza¬ 
tion  coefficient  ”  to  more  than  90  per  cent  in  respect  of  the 


estimate  of  a  surplus  of  $300  million  on  goods  and 
services  (allowing  for  a  corresponding  increase  in 
official  reserves)  is  likely  to  be  on  the  low  side,  in  view 
of  the  results  obtained  in  the  first  five  months  of  the 
year.  The  capital  inflow  in  1960  is  expected  to  be 
balanced  by  the  capital  outflow,  which  will  be  swollen 
by  large  debt  repayments.  In  1959  there  was  an  inflow 
of  private  capital  (long-term  and  short-term)  of 
$600  million,  of  which  one-third  consisted  of  the 
repatriation  of  capital,  largely  offset  by  an  outflow 
of  official  capital. 

A  large  outflow  of  capital  from  western  Germany 
is  still  a  prerequisite  for  the  avoidance  of  a  further 
accumulation  of  reserves.^^®  Two  phases  can  be 
clearly  distinguished  in  the  development  of  the  balance 
of  payments  of  western  Germany  last  year.  The  central 
gold  and  foreign  exchange  reserves,  after  having 
declined  by  nearly  $2  billion  in  the  first  nine  months 
of  1959,  rose  by  $550  million  in  the  last  three  months 
of  the  year;  and  a  corresponding  fall  of  $1,400  million 
in  total  reserves,  including  the  holdings  of  commercial 
banks,  was  followed  by  a  rise  of  $440  million.^*® 
The  reversal  of  the  outflow  of  the  early  months  was 
due  to  a  mounting  surplus  on  goods  and  services 
(partly  connected  with  the  revival  of  investment 
activity  abroad,  which  swelled  west  German  exports), 
to  the  cessation  of  special  payments  in  the  first  months 
of  1960,  and  to  a  rise  of  interest  rates  late  in  1959, 
which  attracted  short-term  foreign  capital. 

Italy  increased  its  foreign  exchange  reserves  in 
1959  by  more  than  any  other  western  European 
country.  The  visible  trade  deficit  has  substantially 
declined  in  recent  years,  and  both  receipts  from  invi¬ 
sible  items  and  the  net  capital  inflow  have  risen 
constantly.  Until  1957  the  accumulation  of  foreign 
exrhange  reserves  was  modest  and  more  or  less  in 
step  with  the  expansion  of  trade.  In  1958,  there  was  a 
major  improvement  (with  an  increase  of  $790  million 
against  $224  million  in  1957),  largely  in  consequence 
of  a  decline  in  imports  by  6  per  cent  in  volume  and  14 
per  cent  in  value.  In  1959,  the  accrual  of  foreign 
exchange  reserves  was  higher  than  in  1958  ($970 


OEEC  (1957  basis)  and  to  about  20  per  cent  in  respect  of  the 
dollar  area  (1953  basis).  The  stated  objective  is  to  remove 
all  import  quotas  on  industrial  products  by  the  end  of  1961. 

“‘The  alternative  of  a  revaluation  of  the  DM  has  recently 
been  more  widely  discussed  again  in  western  Germany.  See, 
for  example.  Annual  Report  for  1959  of  the  Association  of 
Savings  Banks  and  Giro  institutions,  and  Handelsblatt,  23  May 
1960. 

“*  As  the  following  figures  show,  in  western  Germany  the 
foreign  exchange  holdings  of  the  commercial  banks  moved  in 
the  opposite  direction  to  official  reserves  both  in  1959  and  the 
first  quarter  of  1960. 

_ Millions  of  dollars _ 

~m9  IW  jZTI  7960 
Jan.-Sepl.  Oct.-Dec.  Jan.-March 

Changes  In  foreign  exchange 


holdings  of: 

Monetary  authority  ....  —1  859  +553  —1  306  +U0 
Convnercial  banks .  +444  —116  +328  —28 


million),  since  exports  increased  more  than  imports 
partly  because  stocks  of  many  imported  materials 
remained  low  until  late  in  1959  while  only  minor 
changes  occurred  in  the  other  items  of  the  balance  of 
payments.  Italian  imports  rose  more  than  exports  in 
January-March  1960,  partly  owing  to  restocking.^*’ 
Even  if  this  relative  movement  continues  throughout 
1960,  a  slight  increase  in  foreign  exchange  reserves  is 
likely:  the  trade  deficit  would  then  approach  $700 
million  (against  $1,080  milhon  in  1957)  —  still  lower 
than  net  receipts  under  the  items  “  invisibles  ”  and 
“  foreign  investments  ”  in  1959.  The  balance  of 
payments  thus  affords  the  Italian  Government  the 
opportunity  of  accelerating  investment,  especially 
in  the  backward  areas  of  the  south,  where  public 
investment  predominates. 

In  Denmark,  where  the  propensity  to  import  is 
particularly  high,  the  re-expansion  in  1959  brought 
the  economy  close  to  full  employment  and  led  to  a 
steep  rise  in  imports  of  17  per  cent  over  the  1958  level. 
This  was  the  largest  percentage  increase  of  imports 
of  all  the  western  European  countries  listed  in  Table  19 : 
but  exports  increased  by  only  9  per  cent.  The  import 
expansion  continued  in  the  first  quarter  of  1960  and 
is  hkely  to  go  on  in  the  coming  months,  fostered  by 
the  extensive  liberalization  measures  taken  « ,*fly  in 
1960.  This  is  expected  to  result  in  some  drain  on 
foreign  exchange  reserves,  but  not  on  such  a  scale  as 
to  cause  a  reinforcement  of  measures  of  restraint. 

In  the  United  Kingdom,  the  worsening  of  the 
balance  of  goods  and  services  in  1959  was  caused  by 
larger  imports,  which  rose  more  quickly  towards  the 
end  of  the  year.  However,  this  deterioration  was  of 
manageable  proportions;  the  reserves  would  hardly 
have  declined  but  for  large  special  payments  on 
capital  account,  amounting  to  $725  million  for  the 
whole  of  1959.  Although  the  outflow  of  long-term 
official  capital  more  than  doubled  between  1958  and 
1959  (from  $137  million  to  $353  million),  the  increase 
was  almost  wholly  due  to  extraordinary  transactions  — 
particularly  additional  subscriptions  to  the  Inter¬ 
national  Monetary  Fund.  Long-term  investments  in 
the  rest  of  the  sterling  area  declined  from  $711  million 
in  1958  to  $605  million  in  1959;  the  outflow  of  other 
private  capital  and  donations  also  declined  moderately. 
Moreover,  the  United  Kingdom’s  drawing  on  the 
reserves  was  partly  offset  by  the  rest  of  the  sterling 
area’s  contribution  to  them.  Since  the  first  months  of 
the  year  are  seasonally  favourable  to  the  sterling  area’s 
reserves,  the  relatively  small  increase  in  the  United 
Kingdom’s  reserves  in  January-June  1960  suggests 
that  a  further  decline  is  in  prospect  for  1960  as  a 
whole;  however,  this  should  be  quite  small  in  the 

“’During  this  period  official  reserves  fell  by  8118  million, 
but  the  foreign  exchange  holdings  of  the  commercial  banks 
rose  by  8173  million. 


absence  of  special  payments  such  as  occurred  in 
1959  148  The  rate  of  increase  of  imports  has  begun  to 
slow  down  —  partly  due  to  slower  stock  accumulation 
of  materials  for  industry;  but  exports,  on  the  other 
hand,  have  failed  to  increase  in  recent  months  as  had 
been  expected.  Overseas  orders  on  hand  in  the  engineer¬ 
ing  and  electrical  industries  —  which  together  account 
for  nearly  one-half  of  total  exports  —  aie  reported  to 
have  risen  by  8  per  cent  between  December  1959  and 
end-February  1960.^** 

Spain's  Balance  of  Payments 

The  stabilization  plan  introduced  in  Spain  in  mid- 
1959  has  favourably  affected  the  country’s  balance  of 
payments,  partly  because  of  its  damping  effect  on 
internal  demand.  The  deficit  on  goods  and  services 
declined  from  $213  million  in  1958  to  $58  million  in 
1959.  The  entire  improvement  took  place  in  the 
second  half  of  the  year  when  there  was  a  surplus  of 
$35  million,’®®  largely  due  to  a  fall  in  imports,  which 
declined  by  9  per  cent  over  1958,  whereas  exports 
increased  by  only  3  per  cent.  Two  main  factors  were 
immediately  responsible  for  the  fall  in  imports:  a 
good  agricultural  year  and  a  considerable  reduction  in 
stocks  of  many  raw  materials.  The  decline  of  stocks  was 
in  turn  a  consequence  of  two  factors:  the  change  in 
price  expectations  due  to  the  stabilization  programme, 
and  probably  also  the  abolition  of  administrative 
licences  for  imports  of  most  produces.  The  licence 
system  had  led  many  enterprises  to  hold  exceptionally 
high  stocks  for  precautionary  motives. 

The  modest  increase  in  exports  —  of  only  3  per  cent 
in  1959  over  the  previous  year’s  level  —  was  achieved 
despite  a  decline  of  4  per  cent  in  exports  of  agri¬ 
cultural  products,  which  account  for  about  one-half 
of  total  exports.  The  decline  in  agricultural  exports 
was  entirely  accounted  for  by  the  exceptional  exports 
of  wine  which  took  place  in  1958;  exports  of  most 
other  food  products  increased  in  1959.  When  food 
products  are  excluded,  exports  increased  by  15  per 
cent.  Of  exports  of  manufactures,  textile  products 
—  especially  wool  and  cotton  —  showed  the  sharpest 
increase.  The  rise  in  exports  was  partly  the  conse¬ 
quence  of  the  devaluation  of  the  peseta  in  1958  and 
partly  of  reduced  internal  demand,  and  seems  to  have 
continued  during  the  first  quarter  of  1960.  Exports  in 
January-February  were  running  at  a  level  over  50  per 
cent  above  the  corresponding  period  of  the  previous 

“•  The  Economic  Review  of  the  National  Institute  of  Economic 
and  Social  Research  (No.  5,  May  1960)  foresees  a  decline  in 
reserves  of  850  million  during  1960. 

See  the  Economic  Review. 

The  balance  of  payments  on  capital  account  also  improved. 
The  net  inffow  of  private  capital  increased  by  812  million  in 
1958  to  839  million  in  1959;  the  net  inffow  of  public  long¬ 
term  capital  was  860  million  in  1959,  against  a  net  outffow  of 
$26  million  in  1958. 
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social  services  while  the  overall  deficit  is  to  remain  at 
about  the  same  level  as  the  final  (though  not  the 
budgeted)  deficit  in  the  expansionary  budget  of  1959; 
and  western  Germany,  where  the  government  sector 
will  make  a  higher  claim  on  domestic  resources  than 
in  1959. 

Many  countries  are  attempting  to  apply  mildly 
restrictive  monetary  and  budgetary  measures  select¬ 
ively,  so  as  to  alleviate  the  pressure  of  demand  in 
sectors  or  areas  where  it  originates  and  to  relieve 
—  also  with  the  help  of  other  instruments  —  sectoral 
supply  limitations.  This  is  particularly  true,  as  it  has 
been  on  previous  occasions  of  impending  inflationary 
pressures,  of  policy-making  in  the  Netherlands, 
Denmark,  Sweden  and  —  perhaps  more  so  than  during 
earlier  phases  of  restraint  —  Austria.  As  will  be  seen 
in  more  detail  below,  western  Germany  and  the  United 
Kingdom  continue  to  rely  primarily  on  overall  credit 
restraint. 

In  applying  selective  brakes  on  demand,  two 
sectors  where  pressure  has  been  greatest  have  usually 
been  singled  out:  dwelling  construction  and  private 
industrial  (with,  in  a  few  instances,  public)  invest¬ 
ment.  In  addition  to  the  effect  of  rising  interest  rates 
on  housebuilding,  more  direct  measures  have  been 
introduced  to  reverse  the  effect  of  earlier  policies  which 
used  this  sector  to  spark  off  the  expansion.  In  Austria 
budgetary  funds  for  dwelling  construction  have  been 
reduced  and  public  loans  for  this  purpose  temporarily 
banned.  In  the  Netherlands  local  authorities  have 
been  strongly  urged  to  display  moderation  in  issuing 
building  permits  and  in  Switzerland  both  local  autho¬ 
rities  and  banks  have  been  enjoined  to  prevent  the 
demand  for  construction  from  exceeding  the  limits  set 
by  labour  and  other  resources.  In  Denmark,  where 
direct  controls  were  already  resorted  to  during  1959, 
a  temporary  ban  on  the  start  of  new  dwellings  in 
Copenhagen  and  other  main  towns  was  imposed  in 
February  in  order  to  relieve  pressure  on  the  building 
industry  in  those  areas.  Steps  have  also  been  taken  in 
several  countries  to  slow  down  the  rate  of  public 
construction.  In  Sweden,  for  instance,  the  start  of 
new  construction  work  on  public  account  has  been 
banned  until  after  the  summer. 

The  Netherlands  and  Sweden  have  taken  steps  in 
1960  to  prevent  a  further  increase  in  the  rate  of 
growth  of  private  industrial  investment.  In  the  Nether¬ 
lands,  industrial  investment  was  singled  out  for 
reduction  in  April  —  as  a  means  of  relieving  pressure 
on  the  building  and  engineering  sectors  —  on  the 
grounds  that  the  current  ratio  of  investment  is  ade¬ 
quate  to  meet  structural  needs  of  the  economy. 
Investment  allowances  for  building  and  equipment 
have  been  reduced  and  facilities  for  accelerated 
depreciation  completely  suspended  for  business  invest¬ 
ment  in  passenger  cars  and  office  equipment.  Sweden 


introduced  in  April  a  system  of  tax-free  deposits  of 
investments  funds  which  are  to  be  frozen  during  1960 
and  1961;  it  may  be  recalled  that  similar  funds  had 
been  released  during  the  stagnation  of  1958  when 
economic  activity  was  to  be  stimulated.  In  Austria 
a  ban  on  public  issues  had  been  introduced  in  October 
1959,  but  it  was  decided  in  April  1960  to  grant 
selective  exemption  to  certain  branches  whose  expan¬ 
sion  is  unlikely  to  have  an  adverse  effect  on  general 
equilibrium  or  which  are  of  long-term  structural 
importance. 

In  only  a  few  instances  have  measures  been  taken 
to  curtail  private  consumption,  and  these  have  been 
very  mild.  The  credit  limitations  introduced  in  May 
in  the  United  Kingdom  are  likely  primarily  to  affect 
personal  loans  which,  together  with  advances  to 
financial  institutions,  have  increased  most  over  the 
past  year;  and  moderate  hire-purchase  restrictions 
were  imposed  once  again  to  check  the  growth  of 
demand  for  consumers’  durable  goods.  So  far  only 
the  market  in  secondhand  cars  seems  to  have  been 
affected,  but  the  impact  on  other  consumers’  durable 
goods  will  probably  also  make  itself  felt  in  due 
course.  In  the  Netherlands,  it  was  decided  to  maintain 
for  another  year  the  temporary  increases  in  income 
tax  introduced  in  1957  and  which  had  not  been  lifted 
during  the  short-lived  industrial  recession. 

In  addition  to  applying  gentle  brakes  to  demand  in 
critical  sectors,  some  countries  faced  with  a  tight 
labour  market  have  been  attempting  to  ease  the  situa¬ 
tion  by  measures  affecting  the  demand  for  labour 
and  the  mobility  of  the  available  labour  force.  In 
the  Netherlands,  “  supplementary  work  projects  ”, 
previously  started  on  a  local  basis  to  relieve  unemploy¬ 
ment,  have  been  closed  down  in  areas  where  the 
demand  for  construction  labour  has  exceeded  the 
available  supply.  Similarly,  measures  taken  in  Norway 
to  combat  regional  pockets  of  winter  unemployment 
were  less  extensive  in  1959-1960  than  a  year  earlier 
and  a  further  decrease  appears  to  be  planned  for  the 
coming  winter.  Sweden  has  striven  to  induce  greater 
labour  mobility  by  a  system  of  family,  travel  and 
general  removal  allowances,  housing  assistance  and 
training  courses.  And  in  several  countries  immigrant 
labour  is  becoming  an  increasingly  important  supple¬ 
ment  to  the  domestic  labour  supply.  Thus,  as  already 
pointed  out,  western  Germany  and  the  Netherlands 
have  joined  countries  such  as  Switzerland,  France  and 
Belgium  in  recruiting  labour  from  southern  Europe. 

New  approaches  in  wage  policy  are  also  being  tried 
out.  In  the  Netherlands,  the  former  system  provided 
for  general  wage  awards  throughout  the  country;  in 
the  earlier  post-war  years  such  awards  were  based 
mainly  on  changes  in  the  cost  of  living,  and  later  on 
average  increases  in  productivity  and  the  bearing  of 
the  awards  on  the  maintenance  of  internal  and  external 
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Table  20 

Forecasts  for  economic  developments  in  1959  and  1960  in  six  countries 

Percentage  changes  in  volume  over  the  previous  year 


Gross 

national 

product 

Imports 
of  goods 
and  services 

Private 

consumption 

Private  Public 

gross  fixed  gross  fixed 

investment  investment 

Public 

consumption 

Exports 
of  goods 
and  services 

France  . 

.  1959  actual®.  .  .  . 

2 

-6.5 

1 

-0.50  13 

6 

6.5 

1960  forecast  .  .  . 

4.5 

8.5 

4 

8.5  9.5 

4 

4 

Netherlands  .  .  . 

.  1959  forecast  .  .  . 

3 

8 

3.5 

1  12 

-0.5 

5.5 

1959  actual  .... 

5 

12 

3.5 

8.5  18.5 

— 

11 

1960  forecast  .  .  . 

5.5 

14 

5.5 

14  10 

3 

7 

4 

3 

2 

2 

6 

1959  actual  .... 

4.5 

3.5 

4 

^  3  — — 

4.5 

9.5 

1960  forecast  .  .  . 

4.5 

3 

3 

—  2  — 

2.5 

7 

Sweden . 

.  1959  forecast  .  .  . 

2 

2 

2 

3  9 

4 

— 

1959  actual  .... 

5.5 

5 

4 

6.5  10 

6.5 

5.5 

1960  forecast  .  .  . 

4.5 

8 

2.5 

8  4.5 

5 

7 

United  Kingdom  . 

.  1959  actual  .... 

3 

7.5 

4 

4.5 

2.5 

2.5 

1960  forecast  .  .  . 

2.5 

7.5 

<4 

-  4.5 - 

4.5 

>2.5 

12 

5 

6 

-7 

4 

14 

1959  actual  .... 

19 

5 

19 

-  20* - - 

6 

13 

1960  forecast  .  .  . 

8 

12 

7 

-  9  - 

6 

20 

Sources  :  France:  Statlsliques  el  etudes  financieres,  January  1960.  Nether¬ 
lands:  Centraal  Economisch  Plan,  1959  and  I960.  Norway:  Sasjonal  budsjettet, 
1959  and  1960.  Sweden:  Reviderad  Natioruslbudiet  fdr  dr  1959  and  I960. 
United  Kingdom:  Economic  Survey  I960,  Cmnd.  976.  Yugoslavia:  national 
statistics;  Jugoslovenskl  Pregled,  No.  2,  1960;  and  Slulbenl  List,  No.  52,  1959. 

Note. — Owing  to  different  definitions  of  the  concepts  used,  the  data 
are  not  comparable  between  countries.  In  particular,  investment  in  the 
Norwegian,  Swedish  and  Yugoslav  definition  includes  all  repairs  and  main¬ 


tenance,  and  in  Yugoslavia  production  is  defined  so  as  to  exclude  non¬ 
material  services. 

The  percentage  changes  do  not  match  those  shown  in  Table  12,  because 
of  differences  in  the  sources  and  definitions  used. 

^  Excluding  gross  capital  formation  by  households  —  largely  building  and 
amounting  to  approximately  20  per  cent  of  total  gross  capital  formation  — 
which  decreased  by  4  per  cent  in  1939  and  is  estimated  to  increase  by 
2  per  cent  in  1960. 


balance.  The  new  system  (operative  since  1959)  pro¬ 
vides  for  the  differentiation  of  wage  increases  by 
industry  and  even  by  enterprise,  subject,  however,  to 
continuing  government  control.  Wage  awards  are  to 
be  geared  to  increases  in  labour  productivity  in  the 
industry  or  enterprise  concerned,  although  in  excep¬ 
tional  cases  profit  levels  are  also  to  be  taken  into 
account;  in  any  event,  wage  increases  are  not  to  be 
passed  on  in  price  increases.  In  Austria,  less  formal 
control  is  exercised  over  wage  and  price  movements 
by  the  Price-Wage  Commission  composed  of  repre¬ 
sentatives  of  unions,  employers  and  the  Government. 
In  May  I960,  the  Commission  was  negotiating  a 
price-wage  halt  which,  however,  may  only  amount 
to  a  general  bilateral  undertaking  to  exercise  restraint 
in  price  increases  and  wage  demands. 

In  Belgium  employers  and  union  representatives 
signed  an  agreement  at  the  end  of  May  to  set  up 
a  system  of  long-term  agreements  on  wages.  This 
marks  a  tentative  departure  from  the  present  practice 
on  unco-ordinated  wage  bargaining.  Although  wage 
negotiations  on  the  sector  or  enterprise  level  will 
continue  to  take  place  on  a  local  basis,  but  with 
attention  increasingly  focused  on  gains  in  productiv¬ 
ity,  unions  have  agreed  not  to  raise  any  new  claims 
on  a  nation-wide  basis  until  the  end  of  1962  against 


the  employers’  undertaking  gradually  to  increase 
certain  social  benefits.  In  western  Germany,  there 
has  recently  been  a  great  deal  of  public  discussion 
based  on  official  proposals  of  how  to  evolve  appro¬ 
priate  principles  for  a  wages  policy. 

The  Outlook  for  1960 

On  the  evidence  available  in  the  early  summer  it 
seems  that  the  rate  of  growth  of  gross  national 
product  in  1959  may  be  at  least  maintained  during 
1960  in  all  countries  except  probably  in  the  United 
Kingdom,  Sweden,  Denmark  and  Yugoslavia,  where 
some  slowing  down  is  expected.  A  significant  accelera¬ 
tion  in  the  pace  of  expansion  is  quite  likely  in  Belgium, 
Italy  and  France. 

Official  forecasts  of  prospective  changes  in  output 
and  demand  in  six  countries  are  presented  in 
Table  20.*“  Exports  are  expected  to  grow  less  rapidly 

Some  of  the  limitations  of  these  forecasts  were  discussed  in 
the  Economic  Bulletin  for  Europe,  Vol.  II,  No.  1,  1959,  footnote 
2,  p.  35.  See  also  the  Economic  Survey  of  Europe  in  1959,  Chap¬ 
ter  VI,  pp.  5-8.  The  character  of  these  forecasts  varies  from 
country  to  country:  in  the  Netherlands,  Norway  and  Sweden, 
they  are  national  budgets  based  in  the  Netherlands  on  a  formal 
econometric  model,  llie  British  forecast  attempts  to  indicate  the 
possible  magnitude  of  the  changes  expected  in  the  main  aggre¬ 
gates  and  is  not  presented  as  a  formal  national  budget. 
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than  in  1959,  except  in  Sweden.  In  the  three  countries 
—  France,  the  Netherlands  and  Sweden  —  which  gave 
a  breakdown  between  private  and  public  gross  fixed 
investment,  the  former  is  expected  to  rise  very  rapidly 
in  1960  whereas  the  rate  of  increase  of  the  latter 
should  slow  down  substantially  —  reflecting  the  ap¬ 
plication  of  more  restrictive  measures.  It  is  estimated 
that  total  gross  fixed  investment  will  be  maintained 
at  the  1959  level  in  the  United  Kingdom  and  rise  in 
Norway.  Private  consumption  will  be  a  major  expan¬ 
sionary  factor  in  the  Netherlands  and  France  —  in 
contrast  to  Norway  and  Sweden,  where  a  smaller  rise 
than  in  1959  is  forecast.  A  slower  rate  of  growth  of 
public  consumption  is  planned  in  France,  Norway 
and  Sweden.  In  Yugoslavia,  the  plan  for  1960  provides 
for  a  substantial  scaling-down  of  the  hitherto  excep¬ 
tionally  high  rates  of  growth  of  private  consumption 
and  gross  fixed  investment. 

These  forecasts  embody  the  assessment  of  prospects 
made  by  policy-makers  at  the  time  when  the  estimates 
were  prepared  —  at  the  end  of  1959  or  at  the  beginning 
of  1960.  They  are  therefore  susceptible  to  considerable 
revision  as  a  result  of  unforeseen  developments  at 
home  and  abroad  and,  in  particular,  as  a  result  of 
subsequent  policy  changes.^®*  Thus,  the  revised 
national  budget  for  Sweden,  presented  in  May, 
foresees  a  significantly  more  rapid  rate  of  growth  of 
domestic  demand  than  that  anticipated  in  the  provi¬ 
sional  budget  submitted  to  the  Riksdag  in  January. 
In  France  the  measures  introduced  in  May  to  stimulate 
dwelling  construction  make  it  probable  that  the 
estimated  rise  by  2  per  cent  in  capital  formation  by 
households  will  be  exceeded.^®®  On  the  other  hand, 
the  recently  introduced  Swedish  and  Dutch  measures 
to  retard  the  pace  of  industrial  investment  will  only 
affect  new  investment  decisions  and  are  therefore 
unlikely  to  have  any  significant  effect  on  the  growth 
of  investment  in  1960.  In  Norway,  it  appears  that  no 
large  deviations  between  national  budget  forecasts 
and  actual  developments  are  foreseen  at  present. 

Prospects  for  Individual  Countries 

Prospects  in  selected  western  European  countries  are 
discussed  below:  countries  are  arranged  according  to 
the  grouping  given  in  the  introduction  to  section  7 
and  starting  with  those  countries  in  which  pressure 
of  demand  on  resources  is  relatively  strongest. 

In  western  Germany  the  authorities  are  more  con¬ 
cerned  than  in  perhaps  any  other  country  about  the 

A  comparison  between  forecasts  for  1959  and  actual 
figures  suggests  that  the  strength  of  the  revival  of  demand  had 
been  underestimated  in  the  Netherlands,  Norway  and  Sweden. 
In  the  Netherlands,  only  the  growth  of  private  consumption  had 
been  correctly  assessed,  whereas  in  Norway  some  delay  in  the 
delivery  of  ships  ordered  from  foreign  yards  caused  total  invest¬ 
ment  to  drop  instead  of  increasing  as  had  been  foreseen. 

See  note  a  to  Table  21. 


threat  of  an  “  overheating  ”  of  the  economy.  While 
during  the  preceding  boom  memories  of  the  galloping 
inflations  of  the  past  were  adduced  as  a  justification 
for  particular  caution  in  western  Germany,  this  time 
the  emergence  of  labour  scarcities  —  a  new  experience 
in  western  Germany  —  growing  stocks  of  orders  and 
lengthening  delivery  times  in  several  branches  of  the 
investment-goods  industries  lie  at  the  root  of  present 
official  concern.  Gross  national  product  is  officially 
estimated  to  rise  by  5.5  per  cent  in  1960  —  or  at 
about  the  same  rate  as  in  1959.  With  an  increase 
of  10  per  cent  expected  in  construction  output  for 
1960,  it  is  feared  that  private  and  public  demand  for 
construction  will  exceed  the  capacity  of  the  building 
sector.  The  upsurge  of  industrial  investment  continues 
unremittingly  and  whereas  some  easing  of  demand 
pressure  is  hoped  to  come  from  diminished  stock¬ 
building,  private  consumer  demand  is  expected  to 
soar  as  a  result  of  the  recent  fast  increases  in  wages 
and  transfer  incomes.  Finally,  exports  continue  to 
increase  at  a  high  rate. 

In  the  absence  of  any  support  from  budgetary 
policy,  the  Bundesbank  has  reinforced  credit  restraint 
several  times  since  the  shift  towards  a  restrictive 
course  last  autumn.  In  justifying  these  steps,  and  de¬ 
ploring  once  again  the  failure  of  the  Ministry  of 
Finance  to  provide  adequate  support  in  this  phase  of 
restraint,  the  Bundesbank  announced  its  decision  “  to 
make  even  greater  use  of  the  policy  instruments  at  its 
disposal  if  the  increase  in  claims  on  the  national 
product  is  out  of  balance  with  the  possibilities  of  ex¬ 
panding  it,  in  particular  with  the  elasticity  of  the  la¬ 
bour  supply.”  ^®®  During  the  first  six  months  of  credit 
restraint  hardly  any  relaxation  of  credit  expansion 
was  discernible  and  “  the  pressure  on  liquidity  has 
so  far  not  been  great  enough  to  force  banks  to 
limit  their  credit  activity  ”.^®’  Credit  restriction  was 
therefore  reinforced  in  June  1960;  but  whereas  earlier 
in  the  year  emphasis  was  placed  on  measures  to 
reduce  bank  liquidity  so  as  to  limit  the  international 
effects  of  a  tight  monetary  policy,  this  time  the  dis¬ 
count  rate  was  raised  to  5  per  cent.  However,  since 
January  1960  the  maximum  permissible  rate  has  been 
applied  to  foreign-owned  deposits,  which  are  subject  to 
minimum  reserve  requirements  in  order  to  reduce  the 
incentive  to  banks  of  accepting  or  attracting  foreign 
funds.  Moreover  in  June  the  prohibition  of  both 
interest  payments  on  foreign  deposits  and  the  sale  of 
money-market  securities  to  foreigners  was  reintroduced. 

The  discussion  of  policy  issues  in  western  Germany 
in  recent  months  has  been  trenchant  and  far-reaching. 
The  Economic  Advisory  Council  of  the  Ministry  of 

***  See  Geschdftsbericht  der  Deutschen  Bundesbank  fiir  das 
Jahr  1959,  p.  4. 

See  the  Monthly  Report  of  the  German  Bumtesbank,  May 

1960. 
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Economic  Affairs  has  recently  made  firm  recommenda¬ 
tions  for  a  more  active  countercyclical  budgetary 
policy,  including  institutional  reforms  designed  to 
make  the  budget  more  flexible;  and,  as  noted  above, 
a  debate  which  has  attracted  much  comment  has 
started  on  the  principles  for  a  wages  policy.  However, 
it  takes  time  for  new  ideas  to  be  translated  into  action. 
In  the  meantime  there  is  a  danger  that  any  further 
tightening  of  credit  policy  as  the  sole  means  of  combat¬ 
ing  what  is  considered  an  inflationary  situation  may 
have  undesirable  effects  on  both  the  size  and  pattern 
of  west  German  expansion  and  repercussions  on  the 
external  margin  for  expansion  of  other  countries. 

In  Austria,  where  the  rate  of  growth  of  national 
output  had  slowed  down  much  less  than  in  most 
western  European  countries  in  1958,  a  vigorous 
expansionary  budget  in  1959  together  with  a  rapid 
increase  in  exports  has  resulted  in  a  rate  of  expansion 
which  is  thought  to  present  dangers  for  domestic 
stability.  As  in  western  Germany,  the  main  signs  of 
domestic  strain  are  the  tight  labour  market  already 
mentioned  and  the  growing  stocks  of  orders  and 
lengthening  delivery  times  for  machinery  and  electrical 
engineering  and  certain  basic  materials.  Rolled  steel 
products  and  some  building  materials  are  reported  in 
short  supply.  According  to  the  Osterreichisches 
Institut  fur  Wirtschaftsforschung,^“  output  and  em¬ 
ployment  may  therefore  be  expected  to  grow  more 
slowly  in  coming  months.  Moreover,  the  rate  of 
growth  of  imports  accelerated  sharply  from  13  per 
cent  in  the  second  half  of  1959  to  32  per  cent  in  the 
first  quarter  of  1960. 

Steps  have  therefore  been  taken  to  bring  the  growth 
of  domestic  demand  in  line  with  physical  capacities 
for  increasing  output.  Once  again  budgetary  action 
has  been  prominent  in  the  recent  policies  of  restraint: 
cuts  in  expenditure,  particularly  in  investment,  were 
already  provided  for  in  the  1960  budget  and  more 
recently  all  loans  from  budgetary  funds  to  assist 
dwelling  construction  have  been  stopped.  The  selective 
control  applied  to  public  issues  has  already  been 
referred  to.  These  measures  are  intended  to  reinforce 
the  credit  limitations  introduced  last  year  and  further 
tightened  in  April  1960  when  minimum  reserve 
requirements  were  raised.  An  attempt  has  been  made 
to  check  wage  and  price  increases  through  the  existing 
machinery. 

In  the  United  Kingdom  the  stimulating  measures 
introduced  in  the  1959  budget  helped  to  produce  a 
3  per  cent  increase  in  gross  national  product  in  1959. 
Yet  the  question  is  already  being  raised  again  whether 
demand  is  now  tending  to  outstrip  the  potential  for 
expanding  supply.  There  are  indications  that  this  may 
happen:  industrial  output  is  now  rising  rather  less 

See  Momtsberichte  des  Osterreichischen  Institutes  fur 
Wirtschaftsforschung,  Heft  No.  5,  5  May  1960. 


rapidly,^®®  reflecting  the  tighter  labour  market  and 
the  uneven  spread  of  spare  capacity;  recent  and 
prospective  wage  awards  point  to  a  more  rapid  rise 
in  money  earnings;  bank  advances  and  hire-purchase 
debt  have  risen  sharply  since  the  end  of  the  credit 
squeeze  and  reached  a  level  which  has  caused  fresh 
concern  to  the  monetary  authorities;  and  the  official 
view  is  that  the  balance-of-payments  position  (which 
has  been  described  in  section  6)  needs  careful  manage¬ 
ment. 

According  to  the  Economic  Survey,  1960,  private 
and  public  fixed  investment  are  expected  to  increase 
by  10  and  6  per  cent  respectively  in  1960.  As  has 
already  been  pointed  out,  the  inquiry  conducted  by 
the  Board  of  Trade  at  the  end  of  1959  into  the  invest¬ 
ment  plans  of  a  sample  of  companies  revealed  that 
these  had  been  revised  upward  substantially  since  the 
preceding  inquiry  made  during  the  summer.^®®  Private 
dwelling  construction  is  expected  to  continue  to  rise, 
and  public  house-building  is  to  be  some  8  per  cent 
above  the  1959  level.  It  is  forecast  that  private  con¬ 
sumption  will  increase  at  the  same  rate  as  in  1959, 
while  the  rate  of  stock-building  will  probably  slow 
down.  Public  current  expenditure  should  grow  by 
about  4  per  cent,  with  the  increase  attributable  to 
higher  expenditure  on  defence  and  the  expansion  of 
health  and  other  services. 

The  official  attitude  is  one  of  caution  for  the  coming 
months,  and  reliance  has  so  far  been  placed  on  mone¬ 
tary  and  credit  measures.  It  remains  to  be  seen  whether 
the  measures  taken  —  limited  as  they  are  to  credit 
restraint  and  a  reimposition  of  mild  hire-purchase 
controls  —  will  succeed  in  achieving  the  right  degree 
of  restraint  at  the  right  places;  and  whether,  if  the 
government  decides  further  to  intensify  restraint  in  the 
latter  part  of  the  year,  an  adverse  effect  on  investment 
in  manufacturing,  which  declined  substantially  in  1958 
and  1959,  can  be  avoided. 

In  Yugoslavia,  the  results  for  the  first  four  months 
of  this  year  show  economic  activity  in  all  branches  to 
have  considerably  surpassed  original  expectations; 
and  an  increase  of  some  30  per  cent  in  fixed  investment 
pointed  to  an  excessive  rate  of  expansion.  The  invest¬ 
ment  boom  was  apparently  the  result  of  the  greater 
freedom  granted  to  enterprises  last  year  in  the  use 
of  their  depreciation  funds  and  other  previously 
blocked  accounts.^®*  Although  government  policy 

“•The  inquiry  into  iniustrial  trends  (undertaken  by  the 
Federation  of  British  Industries  and  published  in  June)  shows 
that  there  is  sustained  optimism  about  the  future,  but  that 
increases  in  production  are  limited  by  shortages  of  labour, 
particularly  skilled  labour.  The  conclusion  of  the  survey  is  that 
further  expansion  can  be  expected  over  the  next  few  months 
though  at  a  lesser  rate  than  over  the  past  year. 

See  Economic  Survey  of  Europe  in  1959,  Chapter  I,  pp.  33-34. 

***  See  the  Economic  Survey  of  Europe  in  1959,  Chapter  I, 

p.  22. 
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aims  at  rapid  growth,  it  was  announced  that  a  rate 
of  expansion  of  demand  in  excess  of  available  re¬ 
sources  was  a  threat  to  the  maintenance  of  overall 
balance  and  liable  to  reduce  the  exportable  surplus 
of  Yugoslav  capital  goods  for  foreign  markets.  In 
order  to  check  the  investment  boom  the  authorities 
resorted  to  monetary  weapons  cutting  bank  advances. 
Thus,  firms  will  be  obliged  increasingly  to  cover  work¬ 
ing  capital  requirements  from  their  own  funds,  and 
this  will  compel  them  to  limit  their  fixed  investment 
correspondingly.  In  spite  of  this  damping  factor, 
it  is  believed  that  overall  growth  in  1960  will  be  rather 
greater  than  the  originally  planned  rate  of  8  per  cent. 

In  the  Netherlands,  the  rapid  revival  of  1959  rested 
on  the  vigorous  growth  of  exports  and  investment, 
helped  by  the  expansionary  measures  of  1958.  The 
forecasts  for  1960  —  made  at  the  end  of  1959  —  fore¬ 
see  a  sharp  increase  in  investment  by  enterprises  and 
rising  private  consumption  as  a  result  of  higher 
wages.  On  the  other  hand,  in  view  of  possible  supply 
limitations  later  in  the  year,  and  the  resurgence  of 
competing  domestic  demand,  exports  were  expected 
to  grow  less  rapidly  than  in  1959;  however,  as  was 
pointed  out  in  section  6,  the  rate  of  growth  of  com¬ 
modity  exports  increased  appreciably  during  the  first 
quarter  of  1960.  If  these  trends  are  maintained,  it 
would  seem  that  the  resulting  growth  of  total  demand 
should  be  rather  greater  than  last  year,  and  well 
above  the  possible  increase  of  output;  hence  a  vigorous 
increase  of  imports  is  likely.  The  consequent  reduction 
of  the  current  surplus  that  is  expected  is  not,  however, 
regarded  as  excessive,  for  it  appears  likely  that  the 
surplus  will  remain  above  the  conventional  critical 
level  of  FI.  500  million.  Indeed,  for  reasons  of  domestic 
monetary  stability  some  reduction  of  the  foreign 
balance  from  its  high  level  in  1959  is  considered 
desirable  by  the  authorities. 

The  pressure  on  productive  resources  has  not  yet 
become  excessive  in  many  instances,  and  although 
increasing  labour  shortages  are  reported,  the  autho¬ 
rities  have  not  yet  taken  any  important  measures  of 
restraint.  The  decision  to  reduce  investment  allow¬ 
ances —  the  effects  of  which  will  not  be  felt  until 
1961  —  indicates  that  the  authorities  are  pursuing  a 
watchful  policy  in  1960,  and  clearly  intend  to  introduce 
more  severe  restrictions  in  the  later  months  of  the 
year  if,  as  a  result  of  supply  limitations,  price  and 
wage  movements  and  the  trend  of  the  balance  of 
payments  make  such  steps  necessary. 

In  Sweden,  output  expanded  in  1959  at  more  than 
twice  the  rate  that  had  been  forecast  at  the  beginning 
of  the  year.  This  was  partly  the  result  of  a  larger 
than  expected  growth  of  investment  in  both  fixed 
capital  and  stocks,  and  of  private  consumption  — 
especially  towards  the  end  of  the  year.  The  rise  in 
demand  is  attributable  in  part  to  the  announcement 


in  October  1959  of  the  introduction  on  1  January 
1960  of  a  general  sales  tax  of  4.2  per  cent  (also  appli¬ 
cable  to  investment  goods);  and  in  part  to  income 
tax  reimbursements  which  were  larger  in  1959  than 
during  any  of  the  previous  years  and  seem  to  have  led 
to  a  substantial  increase  in  the  demand  for  consumers’ 
durables. 

An  accelerated  growth  of  exports  and  of  private 
investment,  and  a  levelling-off  of  public  consumption 
and  of  public  investment,  is  forecast  for  1960.  The 
assumed  rate  of  growth  of  total  demand  would  some¬ 
what  exceed  the  growth  of  gross  national  product 
and  call  for  a  higher  increase  in  imports  than  last  year. 

With  a  growth  in  labour  input  of  only  about  one- 
half  of  1  per  cent,  the  foreseen  growth  of  gross  national 
product  of  4.5  per  cent  in  1960  is  based  mainly  on  the 
expectation  of  substantial  gains  in  productivity.  But 
wage  increases  following  the  two-year  agreement 
reached  between  employers  and  the  trade  unions  in 
March  1960  provided  for  total  wage  increases  of 
about  8  per  cent  —  which  is  about  double  the  assumed 
rate  of  growth  of  productivity. 

Recent  indications  point  to  a  continuing  vigorous 
growth  of  demand.  The  konjunkturtest  conducted 
in  March  1960  revealed  substantial  increases  in  pro¬ 
duction  and  orders  in  all  sectors  covered,  particularly 
export  orders,  and  prospects  for  the  following  months 
were  described  as  good.  The  emergence  of  capacity 
limitations  —  particularly  in  the  building  and  con¬ 
struction  sectors  —  and  the  growing  shortages  of 
skilled  labour,  together  with  some  weakening  of 
the  balance  of  payments  during  the  first  months  of 
1960  due  to  rising  imports,  have  led  to  a  tightening 
of  credit  policy,  but  no  drastic  measures  of  restriction 
have  been  taken  as  yet.  As  has  been  seen  above,  some 
curbs  on  constructional  activity  have  been  introduced; 
and  the  steps  recently  taken  to  slow  down  the  growth 
of  industrial  investment  are  devised  so  as  to  have 
some  effect  during  the  current  year. 

In  Norway  the  course  of  the  expansion  continues 
more  smoothly  than  in  the  other  countries  where 
resources  are  also  fully  or  nearly  fully  employed. 
According  to  the  official  forecast,  the  expansion  of 
gross  national  product  is  expected  to  be  of  the  same 
magnitude  in  1960  as  in  1959.  The  mildly  expansionary 
measures  introduced  in  1959  are  being  maintained 
and,  in  view  of  the  absence  of  strains,  further  expan¬ 
sionary  steps  were  taken  early  in  1960.  Thus,  all  quan¬ 
titative  limitations  to  dwelling  construction  were 
lifted  and  quotas  for  other  construction  work  have 
been  increased;  the  import  of  machinery  was  again 
freed  of  duty  in  April  in  order  to  assist  industrial 
investment,  which  had  been  increasing  slowly  and 
unevenly.  Budgetary  policy  is  expected  to  be  slightly 
more  expansionary  in  1960  than  in  1959;  thus,  the 
tax  on  undistributed  corporate  profits  has  been  lifted 
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and  certain  indirect  taxes  moderately  reduced.  Mone¬ 
tary  policy  remains  largely  unchanged,  though  lending 
quotas  for  State  banks  have  been  increased. 

The  steady  development  of  the  Norwegian  economy 
along  the  lines  anticipated  at  the  beginning  of  the 
year  has  made  it  unnecessary  for  the  authorities  to 
contemplate  any  restrictive  measures  and  no  reversal 
of  the  current  trend  or  of  the  official  attitude  seems 
likely  to  occur  in  the  course  of  the  year. 

In  France,  where  the  stabilization  programme  of  the 
end  of  1958  had  resulted  in  a  substantial  slowing 
down  of  domestic  private  demand  in  1959,  a  moderate 
growth  of  output  was  achieved  as  a  result  of  the  steep 
increase  in  exports  and  public  expenditure.  The  official 
forecast  made  at  the  end  of  1959  estimated  that  a 
rise  of  gross  national  product  by  4.5  per  cent  was 
possible  in  1960,  compared  with  the  2  per  cent  achieved 
in  1959.  As  shown  in  Table  20,  in  addition  to  the 
continuing  expansionary  effect  of  exports,  private 
demand  is  expected  to  take  over  the  dynamic  role 
that  was  played  in  1959  by  the  government  sector. 
If  the  balance  between  prospective  demand  and 
available  resources  is  to  be  ensured,  imports,  which 
last  year  declined  by  6.5  per  cent,  should  (and  are 
forecast  to)  rise  by  between  8  per  cent  and  9  per  cent. 

The  official  inquiry  of  March  1960  into  business 
prospects  showed  that  the  prospective  increase  in 
production  over  the  period  April-November  was  then 
expected  to  be  rather  slower  than  the  rate  suggested 
by  the  inquiry  of  November  1959,  which  coincided 
with  the  very  rapid  expansion  of  the  last  quarter  of 
1959  when  industrial  production  was  running  some  12 
per  cent  above  the  level  of  the  corresponding  quarter 
of  1958.  Yet  entrepreneurs  are  generally  optimistic 
and  anticipate  continued  expansion  in  1960,  with 
good  export  prospects  and  an  increase  of  industrial 
investment  of  some  8  per  cent ;  prices  are  expected  to 
be,  for  the  most  part,  stable.  The  slightly  more  subdued 
tone  of  expectations  revealed  by  the  March  inquiry 
suggests  that  output  will  remain  significantly  below 
the  level  warranted  by  available  physical  resources: 
the  November  inquiry  had  indicated  wide  scope  for 
expansion  in  practically  all  branches  of  production, 
and  the  inquiry  of  the  following  March  suggested 
that  capacity  would  be  no  obstacle  to  growth.  More¬ 
over,  limitations  arising  specifically  from  labour 
scarcity  were  pnly  reported  by  about  9  per  cent  of  the 
firms  covered. 

In  contrast  to  all  other  countries  except  Norway, 
measures  of  expansion  are  still  being  enforced  in 
France :  more  favourable  depreciation  allowances  were 
announced  in  December  1959,  and  in  May  1960  the 
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stagnation  of  the  building  sector  induced  the  autho¬ 
rities  to  lift  all  credit  restrictions  on  building  and  to 
approve  additional  credits  for  the  construction  of 
officially  subsidized  dwellings  with  a  promise  to 
increase  such  funds  by  20  per  cent  later.  The  stimulat¬ 
ing  measures  should  ensure  that  the  growth  of  output 
roughly  corresponds  to  the  government  forecast, 
provided  export  trends  remain  favourable. 

In  Italy,  the  major  expansive  impulses  in  1959  came 
from  investment  and  exports.  In  1960  industrial 
investment  is  likely  to  grow  further.  A  sample  survey 
carried  out  in  January  1960  indicated  that  business¬ 
men’s  expectations  for  the  first  half  of  1960  were  much 
more  buoyant  than  six  months  earlier;  82  per  cent  of 
the  firms  canvassed  reported  that  they  expected  an 
increase  in  business  activity  in  the  first  half  of  the  cur¬ 
rent  year,  whereas  only  58  per  cent  had  earlier  reported 
favourably  on  the  prospects  for  the  second  half  of 
1959.  Current  prospects  are  particularly  favourable 
in  the  investment-goods  sector,  but  there  has  been  a 
reduction  in  building  permits  for  new  dwellings. 

The  substantial  foreign  exchange  reserves  accumu¬ 
lated  in  recent  years,  the  high  labour  reserve,  the 
liquidity  in  the  economy,  and  the  absence  of  significant 
price  movements  should  render  possible  an  even 
higher  rate  of  growth  of  gross  national  product  than 
that  achieved  in  1959.  On  the  other  hand  a  poor 
harvest  is  expected,  which,  through  higher  prices,  may 
somewhat  depress  consumer  demand  in  the  latter  part 
of  the  year.  On  the  whole,  labour  resources  and  pro¬ 
ductive  capacity  are  adequate  for  a  continuation  of 
the  boom  without  entailing  the  risk  of  excessive 
demand  pressures. 

In  Belgium,  the  revival  set  in  gradually  from  the 
second  quarter  of  1959  onwards,  after  the  sharp 
but  short-lived  recession  of  1958:  it  was  started  off 
by  a  strong  growth  of  exports  and  an  increase  in 
public  expenditure.  In  1960,  given  the  ample  margin 
of  unutilized  resources,  there  should  be  nothing  to 
prevent  a  rise  in  economic  activity  at  a  rate  well  above 
that  achieved  in  1959:  industrial  investment  is  mount¬ 
ing,  dwelling  construction  is  booming,  private  con¬ 
sumption  is  likely  to  grow  more  rapidly  than  in  1959, 
and  the  rise  in  exports  has  continued  unabated  during 
the  first  five  months  of  1960.  Prices  and  wages  continue 
to  be  fairly  stable.  However,  in  order  to  prevent 
excessive  claims  on  building  resources,  and  as  a 
precaution  against  an  excessive  growth  of  demand, 
the  budget  for  1960,  presented  at  the  end  of  last  year, 
planned  for  only  a  moderate  growth  in  expenditure 
and  a  reduction  of  the  overall  deficit  by  about  one- 
half.  Some  slackening  in  the  rate  of  growth  of  public 
investment  outlays  may  already  have  taken  place. 
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While  the  economic  outlook  is  generally  favourable, 
it  is  not  possible  at  the  time  of  writing  to  foresee  to 
what  extent  the  accession,  on  30  June  1960,  to  inde¬ 
pendence  of  the  Belgian  Congo  may  have  damping 
repercussions  on  economic  activity. 

Developments  in  the  Spanish  economy  during  1959 
have  been  dominated  by  the  Stabilization  Plan 
introduced  during  the  summer  months.^®*  The  mea¬ 
sures  taken  had  a  very  rapid  effect  in  checking  price 
inflation,  in  producing  a  downturn  in  industrial 
investment  activity,  and  in  bringing  about  an  improve¬ 
ment  in  the  balance  of  payments  (see  section  6).  The 
speed  with  which  the  measures  took  effect  can  be 
explained  largely  by  the  fact  that  the  programme  was 
superimposed  on  an  economy  already  in  a  phase  of 
downturn  which  had  started  as  a  result  of  measures 
introduced  earlier.^*® 

The  rate  of  increase  over  the  corresponding  periods 
of  1958  of  total  industrial  and  of  manufacturing  pro¬ 
duction  slowed  down  substantially  between  the 
first  and  second  half  of  1959.  All  sectors  for  which  a 
breakdown  exists  have  been  affected,  but  production 
of  textiles  considerably  declined  in  both  periods. 
Although  industrial  production  in  the  second  half 
of  1959  was  higher  than  in  the  corresponding  period 
of  1958,  there  was  a  more  than  seasonal  decline  from 
the  first  to  the  second  half  of  1959.  On  the  other  hand, 
agricultural  production  in  1959  increased  by  10  per 
cent.  Unemployment  rose  substantially  in  the  second 
half  of  the  year  as  a  result  of  the  recession  in  the 
labour-intensive  industries  —  textiles  in  particular; 
and  the  working  week  shortened.  The  joint  effect  of 
these  developments  was  an  appreciable  fall  in  wage 
incomes. 

During  the  early  months  of  1960  some  expansionary 
measures  have  been  introduced  by  the  government: 
credit  restrictions  have  been  abolished,  importers  are 
no  longer  obliged  to  deposit  25  per  cent  of  the  current 

See  the  Economic  Bulletin  for  Europe,  Vol.  11,  No.  3,  1959. 

For  example,  the  fiscal  reform  of  end-1957,  calling  for  in¬ 
creased  budget  revenue  and  a  reduction  of  the  inflationary 
financing  of  public  expenditure;  directives  to  banks  to  stop 
granting  speculative  credits;  and  the  announcement  of  a  ceiling 
of  11  billion  pesetas  for  new  credits  early  in  1959. 


value  of  their  imports,  and  earlier  deposits  have  been 
released.  Budgetary  expenditure  is  planned  to  increase 
in  1960,  but  higher  receipts  are  also  budgeted.  Given 
the  structure  of  the  Spanish  fiscal  system,  which  is 
mainly  based  on  indirect  taxes  on  consumption,  it  is 
doubtful  whether  the  planned  increase  in  revenue  will 
materialize;  however,  if  the  principle  of  a  balanced 
budget  is  maintained  as  it  was  in  1959,  a  cut  in  expen¬ 
diture  is  more  likely  than  a  new  expansionary  impulse 
to  the  economy.  Since  there  has  been  little,  if  any, 
response  so  far  to  the  expansionary  measures  taken, 
the  official  syndical  organization  has  called  for  a  more 
active  programme  of  public  works,  particularly  road 
building.  In  short,  it  seems  likely  that  a  further  slow- 
ing-down  in  the  rate  of  growth  of  industrial  production 
may  take  place  in  1960  and,  if  it  is  a  poor  agricultural 
year,  that  the  gross  national  product  will  not  increase. 

To  judge  both  by  the  tendencies  at  work  during 
the  first  half  of  the  year  and  the  official  forecasts  of 
demand  and  output  available  for  several  western 
European  countries,  a  rate  of  expansion  of  gross 
national  product  of  almost  5  per  cent  for  the  industrial 
countries  of  western  Europe  combined  (compared 
with  the  increase  of  about  4  per  cent  achieved  in 
1959)  is  probable  in  1960,  notwithstanding  the 
scarcities  of  resources  that  have  emerged  or  are 
emerging  in  some  countries. 

How  much  further  demand  can  grow  without  setting 
in  train  inflationary  pressures  now  depends  on  three 
major  factors:  the  rate  at  which  additional  labour 
resources  can  be  brought  into  the  productive  process 
and  labour  mobility  increased;  the  rate  of  growth  of 
productivity;  and  the  character  and  scope  of  policy 
measures.  There  is  evidence,  as  noted  above,  that  the 
authorities  are  becoming  more  aware  of  the  conditions 
which  have  to  be  met  if  disturbances  of  the  process 
of  economic  growth  —  quite  often  the  outcome  of 
measures  expressly  designed  to  maintain  price  stability 
and  balance-of-payments  equilibrium  —  are  to  be 
avoided.  It  may  be  hoped  that  this  gradual  advance 
towards  more  selective  and  co-ordinated  monetary, 
budgetary,  and  other  policy  measures  will  make  it 
possible  to  avoid,  in  1961,  a  repetition  of  the  1958 
setback. 


A  NOTE  ON  THE  INTRODUCTION  OF  MATHEMATICAL  TECHNIQUES 

INTO  SOVIET  PLANNING 


Since  the  reorganization  in  mid- 1957  of  industrial  management  and  economic  control 
agencies,  increasing  attention  has  been  paid  in  the  Soviet  Union  to  the  application  of  mathe¬ 
matical  techniques  to  economic  planning:  a  parallel  exploration  is  also  under  way  in  eastern 
Europe.  The  present  note  is  an  interim  review  of  the  techniques  whose  use  is  presently  being 
envisaged  in  the  USSR  and  not  an  analysis  of  the  range  of  procedures  capable  of  use  in 
centrally  planned  economies.  The  secretariat  believes,  however,  that  in  this  sphere  there  is 
considerable  scope  for  widening  intra-European  technical  collaboration,  which  may  be 
fostered  by  the  information  given  here  on  some  recent  developments. 


The  abrogation  of  the  “  new  economic  policy  ”  in 
the  1920s  in  favour  of  central  planning  was  accom¬ 
panied  by  the  rejection  of  the  price  system  as  a 
regulator  of  the  Soviet  economic  mechanism.  The 
contention  that  money  and  prices  were  redundant  in 
a  socialist  economy  —  widely  propounded  in  the  early 
period  of  “War  Communism”  (1918-1921)  —  was 
never  re-embraced,  but  the  Marxian  distinction 
between  “  products  ”  exchanged  within  the  state  sector 
and  “  commodities  ”  sold  by  or  outside  that  sector  was 
regarded  by  economic  theorists  as  ground  for  denying 
the  term  “  price  ”  to  the  values  at  which  producers’ 
goods  were  transferred  between  state  enterprises. 
Disused  in  practice  and  decried  in  theory,  the  price 
structure  in  the  state  transaction-area  became  too 
faulty  for  use  as  a  guide  in  the  allocation  of  resources. 

Industrial  growth  over  the  period  covered  by  the 
five-year  plans  was  more  rapid  for  such  a  length  of 
time  than  in  any  other  country.  This  very  growth, 
however,  which  —  by  the  introduction  of  new  products 
and  techniques  —  dislocated  the  historical  pattern  of 
prices,  made  the  economy  more  difficult  to  manage  by 
the  qualitative  judgement  of  a  planning  board.  Rising 
money  costs  (in  the  years  to  1950)  influenced  the  levels 
at  which  new  products  were  written  into  the  “  1926/27  ” 
planning  prices,  and  technological  change  rendered 
obsolete  the  transformation  functions  implicit  in  the 
price  pattern  ruling  before  rapid  industrialization 
began. 

The  planning  authorities,  by  the  coincident  tech¬ 
nological  development  of  electric  computers,  now  have 
an  alternative  to  a  price  mechanism  as  an  allocation 
guide  —  that  is,  the  calculation  of  the  functions 
entering  both  the  demand  and  the  supply  schedules  of 
the  economy  and  the  mathematical  derivation  of 
optimal  distributions  of  resources.  Moreover,  since 
1950  the  price  level  has  been  sufficiently  stable  and 


consistent  for  physical  transformation  functions  to  be 
converted  to  money  values  for  the  purposes  of  such 
computations. 

Preconditions  for  the  Use  of  Mathematical  Techniques 

From  the  end  of  the  First  Five-year  Plan  in  1932, 
the  Soviet  systems  of  industrial  management  and  cen¬ 
tral  planning  remained  virtually  unchanged  until  1957. 
The  first  decade  or  so  of  Soviet  administration  had 
witnessed  extensive  experimentation  in  the  economic- 
administrative  pattern  and,  in  the  years  immediately 
preceding  and  following  the  inception  of  the  First 
Five-year  Plan,  also  in  the  techniques  of  planning.  The 
radical  transformation  of  economic  institutions  con¬ 
centrated  within  the  years  1930-1932  —  the  collectiv¬ 
ization  of  agriculture,  the  replacement  of  the  Supreme 
Economic  Council  by  industrial  commissariats  (later 
ministries),  the  credit  reform  and  the  introduction  of 
turnover  tax  as  the  main  fiscal  instrument  —  was 
paralleled  by  a  reorganization  of  the  State  Planning 
Commission  (Gosplan)  to  a  form  it  bore  until  1957. 
So  far  as  planning  techniques  were  concerned,  the 
policy  of  that  agency  was  consciously  against  what  was 
termed  “  the  statistical-arithmetical  deviation  ”  in 
planning,^  reflecting  the  prevailing  current  of  academic 
thought  which  stressed  the  qualitative,  as  opposed  to 
the  quantitative,  nature  of  economics.  The  principal 
planning  instrument  adopted  was  that  of  material 
balances  —  i.e.  the  confrontation  in  physical  terms  of 
planned  supplies  and  requirements  of  products.  This, 
supported  by  an  explicit  priority  for  capital  goods. 


‘  The  words  are  those  of  the  Chairman  of  Gosplan  who  was 
entrusted  with  the  1930  reorganization,  V.  Kuibyshev.  His 
condemnation  of  this  approach  was  explicitly  reiterated  in 
Planovoe  khozyaisivo.  No.  1, 1956,  p.  43,  by  the  Deputy  Chairman 
of  Gosplan,  Mr.  G.  Sorokin  (who  left  his  post  at  the  time  of  the 
1957  reorganization). 
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was  readily  suited  to  plan-implementation  by  sector 
ministries.  Although  the  preferential  rate  of  growth 
of  producers’  goods  over  consumers’  goods  is  still 
asserted  as  a  planning  rule,*  and  maintained  in  practice, 
the  scale  of  priorities  it  embraces  has  been  greatly 
extended  in  the  past  few  years.  This  has  widened  the 
alternatives  facing  the  plan  authority  when  the 
reconciliation  of  a  material  balance  involves  curtail¬ 
ment  of  some  requirements.  The  liquidation  of 
industrial  ministries  in  1957  similarly  limited  the 
elfectiveness  of  sector  ranking,  since  inputs  came  to  be 
allocated  to  multi-sector  distributors  —  i.e.  the  new 
sovnarkhozy.^  Moreover,  the  devolution  both  permitted 
a  refinement  of  input  .  ‘"'nning,  since  the  optimal  use 
of  resources  could  be  selected  within  each  sovnarkhoz 
instead  of  within  country-wide  industrial  sectors,  and 
required  at  least  some  replacement  of  product  rankings 
by  price  criteria.  The  difficulties  of  optimum  selection 
had  arisen  under  the  industrial  ministries  partly  as  an 
informational  problem,  since  statistics  and  intra¬ 
sector  industry  prices  were  compiled  on  a  ministerial 
basis,  and  partly  as  an  institutional  one  —  a  ministry 
preferring  secure  internal  supplies  to  cheaper  external 
supplies  since  its  overriding  function  was  production 
rather  than  cost  fulfilment.  The  irrationalities  showed 
themselves  mainly  in  cross-hauls  and  unequal  capacity 
utilization. 

The  Soviet  Government  undertook  the  devolution 
of  industrial  management  explicitly  because  the  size 
of  the  economy  had  become  too  large  for  the  existing 
centripetal  pattern  of  decision-making  ;  but  equally 
explicitly  it  sought  not  to  rehnquish  central  control, 
while  streamlining  the  management  of  individual 
enterprises.*  The  contemporary  development  of  elec¬ 
tronic  computation  technology  hence  offered,  to  an 
extent  unknown  earlier,  the  possibility  of  reconciling 

®  On  the  value  of  this  rule  to  Soviet  planning,  see  Economic 
Survey  of  Europe  in  1955,  Chapter  7. 

*  The  regulations  governing  the  transfer  by  sovnarkhozy  of 
capital  goods  between  enterprises  in  different  industrial  branches 
were  tightened  in  1958  and  those  governing  transfers  of  goods 
needed  for  current  inputs  in  1959;  but  the  utility  of  maintaining 
a  prohibition  of  transfers  between  branches  —  though  not  that 
of  maintaining  the  barrier  between  the  producer-goods  and 
consumer-goods  sectors  —  has  been  questioned  as  inhibiting 
operational  flexibility  (cf.  I.  Kulev,  Kommunist,  No.  9,  1959, 

p.  26). 

*  Cf.  Economic  Survey  of  Europe  in  1957,  Chapter  I,  pp.  32-36. 
The  emphasis  between  1954  and  1959  was  largely  on  trimming 
administrative  staffs  rather  than  changing  the  nature  of  manage¬ 
ment  operations  (the  scientific  study  of  which  in  the  USSR  had 
been  most  intensive  during  the  early  thirties).  Recently  the  latter 
has  taken  on  new  life  with  the  convention,  in  June  1959,  of  a 
meeting  by  the  Labour  Research  Institute;  an  all-Union  confer¬ 
ence  is  to  be  held  this  year  and  the  subject  has  begun  to  receive 
attention,  notably  in  Byulleten  nauchnoi  informatsii  trud  i 
zarabo:imya  plata  (see  especially  Nos.  8  and  11,  1959,  and  No.  2, 
1960)  but  also  elsewhere  (e.g.  Ekonomicheskie  nauki.  No.  4, 
1959;  Voprosy  ekonomiki.  No.  1, 1960;  and  Sotsialistichesky  trud. 
No.  4,  1960).  It  is  also  significant  that  in  June  1960  the  USSR 
State  Scientific  and  Technical  Committee  invited  a  delegation  of 
the  British  Institute  of  Directors  for  mutual  discussions  on 
industrial  management  techniques. 


central  control  over  a  very  large  number  of  producing 
units  with  a  thinning-out  of  the  central  administration. 
Indeed  once  the  theoretical  reassessment  had  been 
made  —  broadly  during  the  years  1957-1959  —  Soviet 
scholars  began  to  explore  very  long-term  prospects 
for  the  automation  of  economic  controls.  Thus  in  late 
1959  a  conference  of  over  2,000  specialists  discussed 
a  plan  elaborated  by  the  Cybernetics  Council  of  the 
USSR  Academy  of  Sciences  to  automate  banking, 
statistical,  transport,  communications  and  meteoro¬ 
logical  services  and  at  the  same  time  to  set  up  an 
integrated  information-computing  system  to  service 
each  local  sovnarkhoz. 

The  renewal  of  interest  in  mathematical  techniques 
as  a  widely  utilizable  tool  in  economics  was  signified 
in  a  speech  to  the  XXI  Congress  of  the  Communist 
Party  by  the  President  of  the  Academy  of  Sciences  of 
the  USSR,  Academician  A.  Nesmeyanov,  who  stated 
that  economics  should  become  an  exact  science  in  the 
full  sense  of  the  word  and  to  that  end  must  use  the 
most  modern  computer  technique.®  The  recent  change 
of  attitude  has  been  summarized  as  follows  in  a  recent 
Soviet  book.® 

“  For  a  long  time  the  incorrect  opinion  prevailed 
among  our  economists  that  socialist  production 
could  not  use  mathematics  in  planning  the  economy 
in  view  of  the  complexity  and  multiplicity  of  the 
operations  in  establishing  and  fulfilling  the  plan. 
These  comrades  did  not  consider  that  the  regularity 
of  the  socialist  economy  was  inadequately  studied 
if  studied  only  from  the  qualitative  side,  and  that 
great  significance  was  also  here  attachable  to  the 
study  of  the  qualitative  links  and  relationships. 
Mathematics,  of  course,  is  not  an  independent,  still 
less  a  decisive,  factor  for  reviewing  the  complicated 
economic  problems  of  socialism  connected  with 
problems  of  the  general  direction  of  our  economic 
growth.  It  would  be  a  great  error  also  to  apply  to 
planning  the  bourgeois  conceptions  of  ‘  mathe¬ 
matical  economics  ’  which  incorrectly  treat  the 
internal  regularity  of  the  capitalistic  system  of 
production  and  have  a  purely  apologetic  character. 
But  mathematics  as  an  ‘  instrumental  ’  science  may 
in  our  hands  excellently  and  correctly  study  the 
aims  of  the  construction  of  communism.” 


®  Academician  V.  Nemchinov  {Voprosy  ekonomiki.  No.  4. 
1959,  p.  21)  criticized  in  the  light  of  this  speech  the  vagueness  of 
terms  used  in  Soviet  works  such  as  “  outstripping  growth  ”, 
“  priority  development  ”,  “  necessary  proportions  ”  which  should 
be  replaced  by  mathematical  functions.  In  his  report  to  the  1959 
annual  meetings  of  the  Economics,  Philosophy  and  Law  Division 
of  the  Academy  of  Sciences  on  “  Decisions  of  the  XXI  Congress 
of  the  Communist  Party  of  the  USSR  and  Problems  of  Econo¬ 
mics  ”  he  said  that  economics  must  be  converted  into  “  a 
scientifically  grounded  and  exact  mechanism  for  the  deliberate, 
planned  management  of  the  national  economy  ”  {Vestnik 
Akademii  nauk  SSSR,  No.  5,  1959,  pp.  78-79). 

*  Preface  to  V.  Nemchinov  (ed.)  Primenenie  matematiki  r 
ekonomicheskikh  issledovaniyakh,  Moscow  1959,  pp.  3-4. 


Soviet  statisticians  explonng  the  use  of  mathematics 
have  stressed  that  no  sharp  contrast  can  be  drawn 
between  “  qualitative  ”  and  “  quantitative  ”  methods, 
notably  for  the  key  resource-allocation  decisions  —  e.g. 
on  the  required  rate  of  growth  and  thence  of  accumula¬ 
tion.  In  so  doing  some  hold  that  econometrics  is 
applicable  as  such  to  the  Soviet  economy.  Others 
believe  that  econometrics  seeks  to  equate  economics 
with  mathematics  and  to  deny  the  socio-political  evalu¬ 
ations  of  economic  processes  central  to  the  Marxian 
analysis.  Moreover  it  is  contended  —  although  far 
from  unanimously  —  that  the  majority  of  problems 
considered  by  the  “  Anglo-American  econometrics 
school  ”  are  irrelevant  to  the  Soviet  economy  (e.g. 
aggregate  demand  forecasting  is  of  no  concern  when 
purchasing  power  can  be  planned),  are  based  upon 
anti-Marxian  concepts  (e.g.  marginal  utility),  or  seek 
to  rationalize  the  capitalist  process  (in  contradiction 
}  of  Marx’s  dialectic  analysis).’ 

The  neglect  of  quantitative  techniques  had  made 
!  the  conjunction  of  mathematics  with  economics  a 
rarity  among  teachers,  research  workers  and  officials, 
and  the  past  eighteen  months  have  seen  intensive 
efforts  to  remedy  this  lack.®  Last  year  a  special  course 
I  was  set  up  by  the  Economics  Institute  of  Moscow 
"  University  entitled  “  mathematical  methods  in  econo- 
i  mic  accounting  ”,®  and  a  unit  was  created  in  the 
Siberian  Branch  of  the  Academy  of  Sciences  devoted 
to  research  in  the  application  of  mathematics  to 
economic  research;  research  initiated  in  Leningrad 
University  before  the  war  was  also  resumed.  Two 
important  conferences  of  economists,  mathematicians 
p  and  statisticians  have  been  devoted  to  the  application 
f  of  mathematics  to  economic  research  and  planning. 

’  For  the  debate  on  the  advisability  of  creating  a  “  Soviet 
f  econometrics  ”  see  Nemchinov,  Voprosy  ekonomiki.  No.  4, 
1959,  pp.  22-24;  a  conference  on  the  application  of  mathematics 
to  economics  convened  by  the  editorial  board  of  Vesinik  statistiki 
(the  organ  of  the  USSR  Central  Statistical  Administration)  in 
that  journal.  No.  9,  1959;  and  V.  Novozhilov  in  Chapter  6  of  his 
contribution  to  Nemchinov  (ed.),  op.  cit. 

*  A.  Boyarsky  (Vestnik  statistiki,  loc.  cit.,  p.  55),  among  many 
others,  remarks  on  the  lack  of  mathematical  training  among 
Soviet  economists. 

I  •  The  curriculum  comprises  “  the  mathematical  analysis  of 
I  expanded  reproduction  of  material  balances,  of  price  formation, 
of  the  reproduction  of  fixed  capital  (by  the  application  of  the 
method  of  running-inventory  theory)  and  of  establishing 
I  balances  of  consumption  and  accumulation;  problems  of  the 
application  of  mathematical  methods  to  the  study  of  demand- 
structure;  mathematical  problems  of  optimizing  the  location  of 
I  production,  of  operations  and  of  co-operation  in  connexion  with 
I  transport  problems  (by  the  application  of  linear  programming); 

I  mathematical  problems  connected  with  optimizing  plant  size, 
product  batches  and  material  stocks,  etc.;  the  use  of  mathematics 
to  analyse  production  continuity;  the  mathematical  theory  of 
mass  services;  the  selection  of  supply-mix  in  relation  to  possible 
variations  in  demand  composition;  and  fundamentals  of  the 
theory  of  insurance  premia  and  reserves”  {Vestnik  statistiki. 
No.  2, 1960,  p.  82).  An  earlier  reference  to  this  course  stressed  its 
objective  as  economic  planning  with  electronic  computers 
{Ekonomiciwskie  nauki.  No.  3,  1959,  p.  12). 


The  first,  convened  by  the  editorial  board  of  the  official 
statistical  journal  in  July  1959,  chiefly  debated  the 
applicability  of  econometrics  to  Soviet  conditions. 
The  second,  jointly  convened  by  the  Economics, 
Philosophy  and  Law  Division  and  the  Siberian  Branch 
of  the  USSR  Academy  of  Sciences  in  April  1960,  was 
concerned  with  specific  techniques.  Its  six  sections 
covered  the  mathematical  analysis  of  expanded 
reprodufction  and  economic  models;  inter-industrial 
input-output  balances;  linear  programming;  mathe¬ 
matics  in  transport  planning  and  operation;  the 
technical-economic  use  of  operations  research;  and 
mathematical  statistics.” 

The  production  of  computing  and  mathematical 
equipment  during  the  Seven-Year  Plan  is  to  be  the 
most  dynamic  of  any  branch  of  engineering  output, 
rising  by  370  per  cent  between  1958  and  1965.  Whereas 
the  225  million  roubles  worth  of  such  equipment  made 
in  1958  represented  less  than  3  per  cent  of  production 
in  the  instrument-making  industry,  such  equipment 
will  be  1 1  per  cent  of  output  planned  in  1965.^*  It  is 
obvious  that  not  all  the  2  billion  roubles  of  equipment 
is  destined  for  economic  management  and  research 
purposes;  some  is  for  export  and  much  is  earmarked 
for  technical  production  processes,  and  other  uses.^* 
So  far,  three  main  outlets  are  being  supplied  in  the 
field  of  economic  control;  a  network  of  machine¬ 
computing  stations  (one  to  each  sovnarkhoz)  has  been 
created,^®  and  electronic  computers  have  been  supplied 
to  the  Academy  of  Sciences  in  Moscow  and  its  Siberian 
Branch  in  Novosibirsk  and  to  the  USSR  Gosplan.^’ 
Research  on  the  use  of  data-processing  equipment  for 
economic  research  is  also  being  carried  forward.’® 

Vestnik  statistiki,  loc.  cit. 

“  As  reported  in  Voprosy  ekonomiki.  No.  5,  1960,  pp.  153-154. 
The  papers  presented  and  discussion  thereon  have  not  yet  been 
published. 

“  Data  from  the  Seven-Year  Plan  Directives.  Comparable 
figures  for  engineering  as  a  whole  have  not  been  published. 

**Cf.  Vneshnyaya  torgovlya.  No.  12,  1959,  p.  40. 

**  From  electricity  generation  (on  the  use  of  analogue  com¬ 
puters,  see,  for  example,  Elektrichestvo,  No.  4, 1960,  pp.  7-12  and 
37-41)  to  linguistics  (work  on  electronic  translation  equipment 
is  well  advanced).  Technological  uses  are  noted  as  the  main 
requirements  for  the  planned  output  of  computation  equip¬ 
ment  (Cf.  M.  Rakovsky,  Planovoe  khozyaistvo.  No.  8,  1959, 
P.  11). 

Set  up  in  1957,  these  stations  became  autonomously 
financed  in  1959,  performing  operations  not  only  for  the  Union- 
Republican  statistical  administrations  but  also  for  other  official 
and  scientific  bodies  {Vestnik  statistiki.  No.  3, 1960,  p.  61). 

“In  both  these  centres  the  equipment  is  available  for  pro¬ 
grammes  in  economics.  Since  “  the  first  electronic  computer  in 
Siberia  and  the  Far  East  ”  was  installed  in  Irkutsk  in  November 
1959  {Promyshlenno-^konomicheskaya  gazeta,  20  November 
1959),  the  'm’uvuMOirsk  equipment  may  not  yet  be  set  up. 

Cf.  A.  Aganbegyan,  Planovoe  khozyaistvo.  No.  2,  1960, 

p.  66. 

“  For  a  progress  report  see  Voprosy  ekonomiki.  No.  10,  1959, 
p.  142. 


60  - 


Planning  Independently  of  Prices 

In  his  dictum  “  Socialism  is  above  all  accounting,” 
Lenin  epitomized  the  “  balance  sheet  ”  approach  of  the 
Soviet  Government  from  its  earliest  days.  It  first 
called  for  the  elaboration  of  a  “  balance  ”  of  the 
economy  in  1924,  and  a  monograph  covering  the 
economic  year  1923/24  was  published  by  the  Central 
Statistical  Administration  of  the  USSR  in  1926.^°  This 
and  the  subsequent  balances  published  up  to  1930 
showed  inter-industrial  flows  and  sector  utilization  of 
material  product  by  consumption,  investment,  stocks 
and  rest  of  world ;  each  was  accompanied  by  physical 
balances  of  key  products.  After  1930  the  faultiness  of 
price  relationships,  and  the  antipathy  on  theoretical 
grounds  already  briefly  noted,  led  to  the  restriction 
of  balance  techniques  to  the  physical  terms,  although  a 
few  national  accounting  aggregates  continued  to  be 
estimated  (notably  the  rate  of  accumulation  and  the 
money  incomes  and  outlays  of  households)  to  illu¬ 
minate  the  direction  of  the  economy.  “  This  divorce 
between  the  establishment  of  material  balances  and 
the  elaboration  of  national  accounts,”  wrote  the 
Director  of  the  Research  Institute  of  the  USSR 
Gosplan,^^  “  had  a  most  adverse  effect  on  the  entire 
practice  of  planning  work.  The  national  accounts 
provided  projections  only  of  the  broadest  trends  in 
basic  sectors  without  adequate  co-ordination  with 
concrete  inter-sector  relationships  of  production  and 
distribution.  On  the  other  side,  material  balances  for 
individual  products,  not  being  united  into  a  single 
system,  solved  only  limited  problems  of  inter-sector 
proportions.” 

This  “  divorce  ”  was  by  no  means  fortuitous  and 
was  at  least  partly  a  consequence  —  as  already 
observed  —  of  the  replacement  of  a  single  executive 
organ  by  sector  commissariats  and  partly  of  the 
irrationality  of  the  prices  valuing  the  inter-industrial 
transformation  functions.  The  latter  difficulty  arose 
chiefly  because  current  prices  were  distorted  by 
random  subsidies  and  the  official  constant  price  series 
incorporated  new  goods  virtually  at  their  current 
valuation  during  a  period  of  rapidly  rising  costs.  The 
wholesale-price  reforms  of  1949-1955  aimed  at 
eliminating  subsidies  and  making  prices  reflective  of 

*•  Sochinenia,  4th  ed.,  Vol.  26,  p.  255. 

“  Balans  narodnogo  khozyaistva  Soyuza  SSR  1923124  gg., 
Moscow,  1926.  A  preliminary  version,  published  in  Ekonomi- 
cheskaya  zhizn.  No.  72,  1925,  was  reviewed  in  Planovoe  kho- 
zyaistvo.  No.  12,  1925  by  W.  Lrontief,  who  observed  that  “  what 
was  principally  new  in  the  balance  .  .  .  was  its  attempt  to 
embrace  figures  not  only  of  the  production  but  also  of  the  dis¬ 
tribution  of  social  product,  thereby  to  derive  a  general  picture 
of  the  entire  process  of  reproduction  in  a  sort  of  tableau  econo- 
mique  “  As  a  first  experiment  by  our  statistical  services,”  he 
concluded,  ”  the  balance  still  requires  further  methodological 
discussion,”  and  in  his  later  work  in  the  United  States  he 
developed  this  methodology  for  his  own  input-output  analysis. 

**  A.  Efimov,  Perestroika  upravleniya  promyshlennostyu  i 
stroitelstvom  v  SSSR,  Moscow  1957,  p.  108. 


prime  costs;  and  future  revisions  will  in  principle  be 
quinquennial,  and  responsive  to  cost  reductions.  Thus 
wholesale  prices  have  now  again  become  usable  as 
common  denominators  for  production  functions. 
Thereby  it  has  become  possible  to  refine  planning  even 
without  using  a  price-set  both  formed  in  a  market  and 
reflective  of  demand  schedules  and  factor  availabilities. 
The  Soviet  price  system  —  it  must  be  emphasized  — 
still  relies  on  fiscal  means  (turnover  tax)  as  its  chief 
source  of  investment  finance  and  the  bridge  between 
cost  and  demand  schedules  (so  that  demand  prices  do 
not  formally  affect  production  decisions) ;  and  in  form¬ 
ing  cost  prices  allows  only  for  current  labour  inputs 
and  for  the  depreciation  of  past  labour  (capital). 

“  Barring  errors,  planning  in  physical  terms  results 
in  a  feasible  factor  allocation.  There  is  no  reason 
why  such  an  allocation  should  be  optimal.  To  put 
factors  to  their  most  efficient  use  it  is  necessary  to 
know  their  scarcity  coefficients  —  i.e.  their  relative 
prices.  The  task  of  calculating  such  coefficients  in  the 
absence  of  market  prices . . .  (requires  knowledge  of) 
consumers’  preference  maps,  the  transformation 
functions  in  all  productive  activities,  the  amount  of 
resources  available.”  The  quantitative  exploration 
of  these  patterns  —  transformation  functions,  pre¬ 
ference  and  resource  maps  —  has  been  a  highly 
significant  feature  of  recent  Soviet  developments. 

Transformation  Functions  and  Optimum  Programming 

The  balance  method  —  whether  in  physical  or  in 
value  terms  —  depends  for  its  efficiency  as  a  planning 
technique  upon  the  accuracy  with  which  transforma¬ 
tion  (or  production)  functions  are  both  computed 
for  the  base  period  and  projected  to  the  plan  period. 
At  least  in  intention,  the  Soviet  system  of  supply 
planning  eliminates  estimation  so  far  as  the  second  of 
these  is  concerned,  output  targets  dictating  input 
schedules  on  the  basis  of  predetermined  norms.“  The 
computation  of  the  first  is  thus  central  to  the  exercise 

*’‘S.  Willis,  C.  Segre,  Economia  internazionale.  May  1959, 
p.  243. 

**  In  practice  not  all  inputs  are  ‘  normed  ’  and  of  course  not 
all  norms  strictly  adhered  to,  but  the  element  of  estimation  in 
projecting  inputs  has  increased  since  the  1957  reorganization. 
In  the  first  place  the  number  of  goods  subject  to  centralized 
supply  plans  was  in  1959  reduced  from  6,000-7,000  (the  former 
“funded”  and  “centralized”  lists)  to  1,200-1,500  on  central 
plans  and  3,000-3,200  on  union-republican  plans  (cf.  P.  Karpov, 
Planovoe  khozyaistvo.  No.  7,  1958,  Yu.  Koldomasov,  ibid.. 
No.  4,  1959,  and  N.  Galperin,  Voprosy  ekonomiki.  No.  7,  1958). 
In  the  second  place  some  norm-fixing  authority  was  devolved  to 
the  sovnarkhozy,  the  disadvantage  of  which  to  the  central 
planner  (cf.  I.  Kulev,  Kommunist,  No.  9,  1959,  and  P.  Karpov, 
V.  Sergeev,  Planovoe  khozyaistvo.  No.  3,  1960)  may,  however,  be 
offset  by  the  elimination  of  mistakes  caused  by  “  mechanical 
norming  ”  by  a  central  agency  (cf.  E.  Lokshin,  Ekonomicheskie 
nauki.  No.  1,  1960).  On  the  projection  of  technological  change 
see  G.  Grebtsov,  Planovoe  khozyaistvo.  No.  6,  1959,  and  Karpov 
and  Sergeev,  op.  cit.  An  all-Union  conference  to  review  the  new 
supply  system  is  to  be  held  during  1960  (Ekonomicheskie  nauki. 
No.  3,  1959,  p.  156). 
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and  is,  in  Soviet  conditions,  fundamentally  a  marshall¬ 
ing  of  coefficients  as  exhibited  in  enterprise  returns.** 

Hitherto,  however,  only  first-order  inputs  have 
been  used  to  determine  the  coefficients  for  the  goods 
selected  for  material  balancing.  The  Director  of  the 
Gosplan  Research  Institute*®  has  commented  that 
succeeding  iterations  (i.e.  the  inputs  to  the  inputs,  and 
then  the  inputs  into  those  inputs  ad  infinitum)  involved 
too  much  labour  and  required  more  time  than  was 
allowed  between  the  government’s  formulation  of 
key-output  horizons  and  the  opening  of  each  plan 
period.  Second-  to  fourth-order  iterations  were,  he 
said,  made  when  the  magnitudes  were  known  to  be 
large.  According  to  a  senior  official  of  the  RSFSR 
Gosplan,  however,  the  Seven-year  Plan  was  based 
uniquely  on  first-order  inputs  because  only  “  arith¬ 
metical  keyboard  calculating  machines  ”  and  “  pri¬ 
mitive  computing  technology  ”  were  used.*®  The 
number  of  operations  imposed  by  matrix  technique  is, 
of  course,  immense;  each  iteration  theoretically 
requires  n*  computations,  where  n  is  the  number  of 
products  identified.  Annual  Soviet  plans  utilize  7-10 
thousand  material  balances,*’  and  700  or  so  major 
product-groups  are  used  by  the  USSR  Gosplan  for  key- 
supply  planning.  The  first-order  iterations  of  the  Seven- 
year  Plan  required  30  million  computations  *®  and  it 
was  therefore  understandable  that  when  Gosplan  began 
experimenting  on  “  full-order  ”  matrix  building  in 
1957  it  used  only  12  products  (since  raised  to  22). 
Its  full-order  iteration  of  an  intermediate  15-product 
table  required  250,000  computations,  but  showed  that 
a  full-order  fuel  coefficient  for  electricity  generation 
was  25  per  cent  greater  than  the  first-order  input.  For 
each  output  change  in  a  100-entry  matrix  the  Direc¬ 
tional  Machine  and  System  Laboratory  of  the  USSR 
Academy  of  Sciences  has  shown  3,000  operations  to 
be  required.** 

Material  balances  are  thus  already  being  experi¬ 
mentally  supplemented  by  input-output  tables  in 

**  That  is,  the  exercise  is  of  data  aggregation  and  not,  as  when 
the  study  is  of  a  free-enterprise  economy,  of  collection. 

“  Efimov,  op.  cit.,  p.  107. 

”  I.  Kulev,  op.  cit.,  p.  33. 

*’  The  lower  figure  is  given  by  V.  Shafirkin  in  N.  Gubareva 
(ed.)  Transport  i  sovnarkhozy,  Moscow  1958,  p.  203,  and  the 
upper  by  G.  Grebtsov,  op.  cit. 

**  Kulev,  op.  cit.,  p.  33.  As  the  square  root  of  this  figure  is 
5,500  it  may  be  deduced  that  2-5  thousand  (first-order)  iterations 
were  zeros. 

**  G.  Grebtsov,  op.  cit.  The  number  of  calculations  cited  falls 
short  of  the  theoretical  maximum  described  above  for  two 
reasons:  first,  the  structural  interrelation  of  the  sectors  chosen 
and  indivisibilities  of  output  set  an  empirical  limit  of  significance 
between  the  fourth  and  tenth  orders  and,  secondly,  some 
products  require  zero  inputs  of  others  at  the  first  or  other  low 
order.  On  the  elaboration  of  transformation  functions  see 
Sh.  Turetsky,  Ekonomicheskie  nauki.  No.  4,  1959;  Nekotorye 
voprosy  teorii  i  praktiki  mezhotraslevogo  balansa  proizvodstva  i 
raspredeleniya  produktsii,  Novosibirsk  1959;  and  M.  Eidelman, 
Vestnik  statist iki.  No.  1,  1960. 


value  terms,®*  although  their  place  in  national  account¬ 
ing  is  still  a  matter  for  debate.  In  particular  Oskar 
Lange’s  contention®^  that  the  sectors  of  an  input- 
output  table  are  no  more  than  a  multiplication  of  the 
dual  social  classification  of  Marx  (production  of 
means  of  production,  production  of  objects  of  con¬ 
sumption)  is  contested  by  Nemchinov  on  the  grounds 
that  the  dual  classification  is  essential  to  the  Marxian 
model  of  accumulation.®*  Nemchinov  looks  towards 
economic  accounting  incorporating  traditional  national 
accounts  and  input-output  tabulations  in  such  a  way 
as  to  separate  the  one  from  the  other.®® 

The  Soviet  authors  who  have  described  the  recent 
plan  models  have  added  the  elaboration  of  zonal 
input-output  matrices®*  to  the  country-wide  tabula¬ 
tions,  stressing,  in  the  light  of  the  immense  volume 
of  arithmetical  operations  thereby  involved  (in  theory 
over  10®  for  each  iteration  in  the  last  case  cited)  ®®  the 
absolute  necessity  for  high-speed  electronic  computa¬ 
tion.  The  USSR  Gosplan  publicly  embraced  the 
principle  of  matrix-sets  incorporating  inter-regional 
and  inter-industry  coefficients  in  mid-1959  (with  the 
reservation  that  the  former  need  have  fewer  rows  than 
the  latter)  and  asked  academic  economists  for  assis¬ 
tance  in  evolving  the  theoretical  model,®®  and  the 
RSFSR  Gosplan  hopes  to  have  operational  matrices 
in  use  both  at  its  own  office  and  in  each  of  its  (68) 
sovnarkhozy  within  three  years,  i.e.  by  1962.®’ 

In  an  economy  of  the  geographical  extent  of  the 
Soviet  Union,  the  use  of  regional  matrices  may  be 
regarded  as  a  sine  qua  non  of  optimum  planning,  and 
it  is  significant  that  the  experimental  current-flow 
chessboard  balances  (i.e.  in  value  terms)  now  being 

The  study  of  input-output  techniques  was  officially  launched 
by  V.  Starovsky,  Director  of  the  Central  Statistical  Administra¬ 
tion,  in  Vestnik  statist  iki.  No.  2,  1956,  p.  21.  This  was  promptly 
followed  by  a  survey  of  input-output  methodology  by  T. 
Ryabushkin,  ibid..  No.  6,  1956,  and  later  by  the  Moscow 
translation  of  W.  Leontief’s  The  Structure  of  the  American 
Economy,  1919-1939  (the  review  of  which,  by  V.  Belkin,  I. 
Birman,  Voprosy  ekonomiki.  No.  6,  1959,  pp.  105-113,  draws 
attention  to  the  politico-economic  assumptions  on  which  a 
Soviet  view  differs). 

O.  Lange,  Wst^p  do  ekonometrii,  Warsaw  1958  (also 
published  in  English  Introduction  to  Econometrics,  London 
1960)  and  in  Nemchinov  (ed.),  op.  cit. 

*•  In  Nemchinov  (ed.)  op.  cit.,  pp.  36-37,  and  474-475. 

”  In  Voprosy  ekonomiki.  No.  4,  1959,  p.  28. 

“•Grebtsov,  op.  cit.,  p.  57;  Kulev,  op.  cit.,  p.  32;  and 
Shafirkin,  op.  cit.,  p.  204. 

In  practice  less  than  this  figure  since  the  effect  of  the  local 
concentration  of  output  since  1957  must  have  been  to  increase 
the  number  of  first-order  zeros. 

’•  Editorial,  Planovoe  khozyaistvo.  No.  6,  1959,  p.  7. 

”  Kulev,  op.  cit.,  p.  34.  Some  of  the  practical  obstacles  noted 
by  Grebtsov,  op.  cit.,  p.  69,  to  this  achievement  are  product 
identifications  free  of  differing  regional  subordinations  (i.e. 
sovnarkhoz,  locally  and  centrally  operated  enterprises)  and 
the  extrapolation  of  technological  change  and  —  for  capital 
input  functions  —  of  capacity  utilization  (notably  the  incidence 
of  shift  work). 
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built  are  on  a  regional  basis®*  and  that  studies  of 
inter-industry  coefficients  have  accorded  first  place  to 
regional  differentiations.®®  This  immediate  extension 
of  input-output  techniques  to  regional  matrices  con¬ 
trasts  with  the  tardier  adoption  of  this  approach  in  the 
United  States  after  national  tabulations  had  been 
established.  The  causes  lie  undoubtedly  in  the  supply 
of  data  (ample  by  region  in  the  Soviet  Union  but 
rare  in  the  United  States)  and  in  the  demand  for  the 
results  (operational  planning  in  the  USSR).  As  it  was, 
the  “  balanced  regional  model  ”  of  the  United  States 
which  Leontief  came  to  develop  identified  regional 
inputs  without  specifying  their  origin  (i.e.  local  or 
external  to  the  region)  and  is  thus  unsuitable  for 
transport  minimization,  which  Soviet  authors  have,  not 
surprisingly,  put  at  the  centre  of  their  requirements. 
Under  the  ministerial  administration  of  industry, 
Shafirkin  has  pointed  out,^®  material  balances  were 
drawn  up  only  by  sector,  transport  plans  then  being 
read  off:  it  is  precisely  the  establishment  of  sovnarkhozy 
(and  other  regional  controllers)  that  permits  transport 
to  become  a  planning  variable.  An  economic  geo¬ 
grapher  has  put  it :  “  economic  zoning  serves  as  a 
foundation  for  the  construction  of  material  and  other 
balances  in  regional  arrays  for  elaborating  the  national 
economic  plan.  It  is  well  known  that  these  balances 
represent  an  important  instrument  for  economic  plan¬ 
ning.  The  co-ordination  by  balances  of  plan  parameters 
is  by  this  means  not  only  effected  within  particular 
zones  of  the  country,  but  also  between  these  zones 
within  the  scheme  of  inter-regional  flow  planning  ”.^® 

**  V.  Nemchinov,  Voprosy  ekonomiki.  No.  4,  1959,  p.  29. 
The  first  regional  study  (for  a  multi-sector  model  of  “  the  balance 
relationships  of  expanded  reproduction  ”)  is  D.  Oparin, 
Metodologicheskoe  rukovodstvo  po  izucheniyu  materialno- 
finansovykh  svyazei  i  balansovykh  sootnoshenii  v  narodnom 
khozyaistve  Kaliningradskogo  administrativnogo-ekonomicheskogo 
raiona,  Kaliningrad  1959. 

On  current  inputs  cf.  M.  Gazaliev,  A.  Lerman,  A.  Smertin, 
Planovoe  khozyaistvo.  No.  1,  1958;  on  capital  inputs  cf.  I.  Ivanov, 
ibid..  No.  7,  1959. 

“  By  decree  of  21  August  1954  no  good  may  be  despatched  by 
a  state  enterprise  unless  a  contract  or  order  for  supplying  that 
good  has  been  previously  established;  many  of  those  orders  have 
to  be  submitted  to  a  Union-Republican  agency  for  confirmation: 
in  1958  the  RSFSR  administration  for  ferrous  metal  supply  and 
sales  ratified  480, (XX)  such  orders  (Kulev,  op.  cit.,  p.  26). 

“  W.  Leontief,  “  Inter-regional  Theory  ”  in  W.  Leontief 
et  al.  Studies  in  the  Structure  of  the  American  Economy,  New 
York  1953,  Chapter  4.  Moreover,  he  assumed  regional  to  equal 
national  input  co-efficients;  on  these  bases  W.  Isard  (American 
Economic  Review,  May  1953)  has  constructed  a  numerical  model 
of  New  England.  An  earlier  theoretical  inter-regional  model 
prepared  by  Isard  (Review  of  Economics  and  Statistics,  November 
1951)  is  satisfactory  for  Soviet  operation  but  could  not  be 
quantified  because  of  lack  of  United  States  data.  On  the  assump¬ 
tion  that  local  outputs  would  be  preferentially  used  as  local 
inputs,  F.  Moore  and  J.  Petersen  (ibid.,  November  1955)  have 
constructed  a  quantified  inter-industry  model  of  Utah  which  is 
conceptually  intermediate  between  those  of  Leontief  and  Isard. 

**  Op.  cit.,  pp.  203-204. 

P.  Alampiev,  Ekonomicheskoe  raionirovanie  SSSR,  Moscow 
1959,  p.  6.  A  similar  point  is  made  in  an  editorial,  Vestnik 
statistiki.  No.  1,  1960,  p.  12. 


The  work  on  union-republican  national  accounts  — 
begun  in  the  balance  of  money  incomes  and  outlays 
of  households  in  1956,  extended  to  calculations  of 
territorial  (material)  product  in  1958  and  currently  to 
corporate  and  government  accounting  —  is  a  branch 
of  these  studies.  Once  these  regional  transformation 
functions  are  known,  optimum  solutions  may  be 
determined  by  linear  programming  techniques  (on  the 
lines  first  explored  by  Koopmans  in  the  United  States) 
discussed  further  below. 

The  Collection  of  Input-output  Data 

It  has  already  been  observed  that  the  stability  of 
wholesale  prices  and  the  concentration  of  the  greater 
part  of  production  in  state  enterprises  facilitates  the 
elaboration  of  input-output  tables.  The  practical 
problems  of  the  collection  of  such  data  have  never¬ 
theless  to  be  resolved. 

In  1957  the  Head  of  the  Central  Statistical  Admi¬ 
nistration  stated  that  until  then  no  attention  had  been 
paid  to  the  elaboration  of  labour-productivity,  pro¬ 
duction-cost  and  technical-economic  index  numbers 
on  a  territorial  basis  and  that  this  would  be  a  prime 
function  of  the  108  new  regional  computer  stations; 
and  work  has  since  been  accomplished  on  the  regional 
comparability  of  such  indices."*®  From  January  1960 
standardized  enterprise  ledgers  have  been  introduced  *’ 
(to  be  followed  by  the  standardization  of  daily  journal 
sheets,  but  differentiated  for  large  and  small  enter¬ 
prises  **),  expressly  to  permit  the  statistical  grouping  of 
book-keeping  returns:  the  new  accounts  will  comprise 
figures  of  fixed  assets,  production  stocks  and  equip¬ 
ment  awaiting  installation,  production  outlays,  output, 
payments  flows,  receipts  and  expenditures  within  and 
between  organizations.*®  Data  on  product  origins  and 
destinations  began  to  be  collected  by  regional  statis¬ 
tical  offices  in  January  1959.®® 

Since  manpower  balances  have  been  a  traditional 
element  in  Soviet  planning,  manpower  balances  are 
now  being  established  for  each  economic  zone  (i.e. 
not  for  each  sovnarkhoz)  for  both  operational  and 
long-term  plans.®*  These  balances  are  said  to  be  for  use 

**  For  the  most  recent  review  of  work  see  M.  Bor,  Voprosy 
ekonomiki.  No.  3,  1960,  and  A.  Duginov,  Planovoe  khozyaistvo. 
No.  2,  19W.  M.  Yarmolinsky,  Ekonomika  Radyanskoi  Ukrainy, 
No.  3,  1959,  describes  the  main  methodological  problems 
(notably  that  of  turnover  tax  distribution)  as  discussed  at  a 
Gosplan  seminar-conference  in  March  1959. 

“  V.  Starovsky,  Kommunist,  No.  14,  1957. 

V.  Peregudov,  Vestnik  statistiki.  No.  5,  1959. 

*’  Editorial,  Bukhaltersky  uchet.  No.  10,  1959. 

« Ibid.,  No.  9,  1959. 

**  G.  Granovsky,  Vestnik  statistiki.  No.  1,  1960. 

P.  Konnov,  Vestnik  statistiki.  No.  7,  1959,  p.  17.  The  need 
for  this  data  was  expressed  by  V.  Kostennikov,  Ob  ekonomi- 
cheskom  raionirovannii  SSSR,  Moscow  1957,  p.  61. 

A.  Zhukovsky,  G.  Zalensky,  F.  Ketev,  Planovoe  khozyaistvo. 
No.  9,  1959,  p.  70.  The  long-term  plan  periods  mentioned  are 
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in  evaluating  the  optimal  distribution  of  labour  by 
region,  the  rational  location  of  production,  the  train¬ 
ing  of  specialists  and  needs  for  domestic  migration. 

Demand  and  Resource  Maps 

It  is  reported  that  “  in  the  summer  of  1956  on  the 
initiative  and  under  the  direction  of  the  USSR  Gos- 
plan,  work  began  on  establishing  scientifically  based 
norms  for  the  consumption  of  non-food  products  — 
textiles  by  type,  clothing,  footwear,  furniture  and  con¬ 
sumers’  durable  goods  The  norms  were  established 
in  two  variants:  “  rational  ”  (long-term)  and  “  plan 
The  first  was  to  be  established  on  “  considerations  of 
the  fullest  culturally  developed  welfare  The  second 
was  based  on  production  potential  and  consumer 
income  in  the  period  considered.  In  1958  the  Labour 
Research  Institute  submitted  its  norms  for  the  first 
variant  to  the  USSR  Gosplan  and  the  Central  Statis¬ 
tical  Administration;  and  the  Trade  Union  Central 
Committee  presented  data  for  the  second  variant,  based 
on  budget  samples  and  surveys  of  household  inven¬ 
tories  for  five  age-groups,  as  well  as  for  rural  and  urban 
districts.  The  demand  for  food  differentiated  by  region 
was  computed  by  Union-Republican  Gosplans  for 
their  respective  areas  with  the  participation  of  the 
Labour  Research  Institute,  the  Nutrition  Institute  of 
the  Academy  of  Medicine  and  the  USSR  Gosplan. 
The  Labour  Institute  has  commenced  a  study  of 
the  use  of  time  (a  “  photograph  of  a  typical  24  hours  ”) 
to  establish  leisure  needs  and  will  produce  a  set  of  per 
capita  norms  of  social  capital.  The  Scientific  Research 
Institute  on  Trade  and  Catering  has  also  begun 
similar  explorations  of  potential  demand;®®  but  a 
suggestion  for  a  Co-ordinating  Council  on  Nutrition 
Studies  to  unify  these  studies  has  not  yet  been  taken 
up.®^  An  early  practical  result  of  the  more  exact 
elaboration  of  demand  functions  at  the  regional  level 
has  been  the  refinement  of  oblast  balances  of  con¬ 
sumer  income  and  outlay.®® 


7  to  10  years.  On  the  economic  zones  currently  envisaged  see 
Economic  Survey  of  Europe  in  1959,  Chapter  IV,  section  4. 

F.  Aleshina,  Byulleten  nauchnoi  informatsii  trudi  zarabotnaya 
plata.  No.  1,  1959,  p.  30.  A  description  of  work  on  consumer 
demand  for  the  Seven-year  Plan  has  also  been  made  by 
S.  Partigul,  Vestnik  statistiki.  No.  6,  1959,  p.  3-17.  On  the  need 
for  such  projections,  see  papers  by  A.  Stanislavsky  and  V. 
Shtipelman  and  P.  Maslov,  both  in  Voprosy  ekonomiki.  No.  5, 
1959.  Some  of  the  results  of  these  studies  appear  to  have  been 
used  by  K.  Skovoroda,  Planovoe  khozyaistvo.  No.  2,  1950. 

”  R.  Nazarov,  Voprosy  ekonomiki.  No.  11,  1959. 

Ya.  Sapelnikov,  P.  Serebrennikov,  Kommunist,  No.  11, 
1957.  On  the  previous  absence  and  need  for  research  into 
consumer  income  and  price  elasticities,  see  the  Survey  for  1958, 
Chapter  IV. 

“  Discussed  above  in  the  context  of  national  accounting  in 
regional  divisions,  this  particular  account  has  a  long  history  as  a 
pide  to  retail  distribution.  Better  regional  methodologies  were 
introduced  in  1959  (see  G.  Kovalenko,  Director  of  the  State 
Bank  in  the  Ukraine,  /  kredit.  No.  6,  1959).  On  the  work 
of  branches  of  the  State  Bank  on  the  one  hand,  see  contributions 


The  final  element  here  considered,  which  is  needed 
for  optimal  allocation  without  a  price  mechanism,  is 
knowledge  of  resources.  In  1959  a  census  of  popula¬ 
tion  was  held,  fuller  in  its  questionnaires  than  its 
predecessors  and  to  be  processed  in  smaller  regional 
units.®®  It  was  the  first  for  twenty  years,  and  was 
accompanied  by  an  inventory  of  fixed  assets,  the  first 
in  Soviet  history  but  mooted  for  some  years  past.®’ 
In  these  spheres  supplementary  censuses  have  just  been 
carried  out :  on  1  December  1 959  of  specialists  having  a 
higher  or  secondary-special  education,  on  2-12  January 
1960  of  housing  and  on  30  April  1960  of  uninstalled 
equipment  at  all  enterprises.®®  The  new  registers  of 
labour  and  capital  will  take  their  place  beside  the 
intensive  reassessment  of  land,  in  the  Ricardian  sense, 
which  is  now  drawing  to  its  close.®® 

The  Use  of  Linear  Programming 

Linear  programming,  like  input-output  tabulation, 
also  appears  first  to  have  seen  light  in  the  Soviet 
Union.  In  1939  the  mathematician  Kantorovich 
published  a  theory  of  linear  programming  ®®  showing 


to  ibid..  No.  5,  1959,  pp.  8-19,  and  of  offices  of  the  Ministry  of 
Trade  on  the  other  see  Sovetskaya  lorgovlya.  No.  5,  1957,  p.  34. 
On  the  statistical  work  at  the  Union-Republican  level  see 
L.  Volodarsky,  S.  Gurevich,  Planovoe  khozyaistvo.  No.  8,  1958, 
and  Duginov,  op.  cit. 

It  was  notably  more  detailed  in  inquiry  into  economic 
characteristics;  the  main  social  and  professional-productive 
data  were  to  have  been  processed  by  the  end  of  1959  and  addi¬ 
tional  data  by  mid- 1960  (V.  Rozdyalovskaya,  Vestnik  statistiki. 
No.  10,  1959,  p.  25).  Data  on  the  economic  characteristics  of  the 
populations  of  towns  with  less  than  20,000  inhabitants  and  rural 
populated  points  with  over  5,000  will  be  processed  during  1960 
{ibid.)',  in  Siberia  in  connexion  with  special  needs  for  mobilizing 
local  manpower  (cf.  the  Survey  for  1959,  Chapter  IV,  p.  14) 
even  smaller  regional  units  will  be  analysed  ( Voprosy  ekonomiki. 
No.  12,  1959,  p.  163). 

”  There  was  a  census  of  fixed  assets  in  industry  in  1925, 
transport  was  inventorized  during  1927-1940,  and  communica¬ 
tions  in  1940.  At  various  times  in  that  period  housing,  MTS 
and  state  farm  assets  were  the  subject  of  census.  The  1959 
revaluation  is,  however,  the  first  comprehensive  one  (A.  Belya¬ 
kov,  Vestnik  statistiki.  No.  5,  1959). 

“See,  respectively,  Knizhnyaya  letopis.  No.  11,  1960; 
1.  Kiryushkin,  Vestnik  statistiki.  No.  2,  1960;  and  ibid..  No.  3, 
1960,  pp.  52-57. 

Random  examples  of  land  surveys  are  the  completion  of 
soil  maps  for  every  farm  in  the  Ukraine  (presumably  later  for 
other  republics)  by  1961  (Zemledelie,  No.  12,  1957,  pp.  3-13) 
and  the  13-volume  study  of  eastern  Siberian  resources  to  be 
published  during  1959-1960  {Izvestiya  Sibirskogo  otdelenia  Aka- 
demii  nauk  SSSR,  No.  9,  1959,  p.  130).  On  the  recent  progress 
of  geological  surveys,  see  the  Survey  for  1959,  Chapter  IV,  p.  15. 

*“  L.  Kantorovich,  Matematicheskie  metody  organizatsii  i 
planoviranie  proizvodstva,  Leningrad  1939.  He  developed  the 
mathematical  applications  of  linear  programming  in  Doklady 
Akademii  nauk  SSSR,  No.  3,  1940,  the  transport  problem  in  a 
number  of  papers  {ibid..  No.  7,  1948,  Uspekhi  matematicheskikh 
nauk.  No.  2,  1948)  and  with  M.  Gavurin  in  a  symposium  of  the 
Academy  of  Sciences,  Problemy  povysheniya  effektivnosti  raboty 
transporta,  Moscow  1949,  and  subsequently  applications  to 
material  cutting  and  timber  saving.  The  work  of  A.  Tolstoy, 
Sotsialistichesky  transport.  No.  9,  1939,  and  Metody  ustraneniya 
neratsionalnykh  perevozok  pri  sostavlenii  operativnykh  planov, 
Moscow  1941,  is  also  notable. 


applications  to  the  distribution  of  mechanical  opera¬ 
tions,  the  choice  of  sowing  patterns,  the  planning  of 
transport  hauls  and  the  cutting  of  sheet  materials; 
but,  his  own  subsequent  work  apart,  his  methodology 
was  not  taken  up  in  the  Soviet  Union  until  the  later 
fifties,  by  which  time  operations  research  elsewhere, 
notably  in  the  United  States,  had  made  great  progress. 
The  failure  to  take  up  these  tools  was  brought  about 
largely  by  the  belief  among  the  majority  of  Soviet 
economists  that  “  optimal  programming  ”  (the  phrase 
now  preferred  to  “  linear  programming  ”  **)  involved 
assumptions  out  of  line  with  Marxian  premises.®* 
The  present  brief  note  is  not  the  place  to  discuss 
these  various  theoretical  interpretations  (except 
where  price-valuations  are  concerned)  but  rather  to 
indicate  those  practical  conditions  of  Soviet  planning 
relevant  to  the  application  of  programming.  In  the 
first  place  it  assumes,  as  its  hnearity  requires,  constant 
marginal  revenue:  this  is  precisely  an  operational 
restraint  of  Soviet  pricing  —  i.e.  a  single  price  for  each 
good  irrespective  of  the  quantity  sold.  The  Simplex 
criterion  ®®  shows  the  addition  to  revenue  as  each  new 
activity  is  introduced  minus  the  loss  which  the  con¬ 
sequential  reduction  on  old  activities  entails.  The 
opportunity  cost  which  is  the  negative  element  in 
the  criterion  should  moreover  not  vary  with  the  scale 
upon  which  the  withdrawal  is  made,  a  condition  met 
by  the  Soviet  practice  of  constant  enterprise  selling 
prices.  In  the  second  place  a  programming  solution  is 
capable  of  an  inversion  of  its  application  in  a  market 
economy  (where  the  optimum  is  the  maximization  of 
net  profit)  so  as  to  indicate  the  minimization  of  cost 
(replacing  factor-capacity  restraints  by  price-restraints 
for  inputs  and  outputs).  Since  a  centrally  planned 
economy  is  not  motivated  by  profit  maximization,  it  is 
this  inversion  which  is  appropriate.  What  Kantorovich 
calls  the  “  objectively  conditioned  estimate  ”  (i.e.  in 

the  dual  theorem  in  any  allocation  solution)  is  a 
‘  price  ’  in  terms  of  the  relative  scarcities  of  factors, 
independent  of  actual  valuations. 

The  proponents  of  programming  applications  stress 
that  “  linear  programming  in  no  measure  infringes  the 
principles  of  planning  elaborated  in  the  theory  and 

On  the  grounds  that  the  phrase  should  embrace  the  more 
recent  techniques  of  quadratic  programming  (cf.  Nemchinov 
(ed.)  op.  cit.,  p.  19). 

**  For  the  recent  proponents  of  these  views  see  A.  Boyarsky, 
Planovoe  khozyaistvo.  No.  1,  1960,  and  V.  Nemchinov’s  editorial 
note  to  L.  Kantorovich,  Ekonomichesky  raschet  nailucheshego 
ispolzovaniya  resursov,  Moscow  1959. 

Descriptions  of  the  Simplex  method  have  been  made  by 
B.  Kreko  (a  Hungarian  mathematician)  and  G.  Rubinshtein 
in  V.  Nemchinov  (ed.)  Primenenie  matematiki  v  ekonomicheskikh 
issledovaniyakh;  and  by  E.  Chetyrkin,  Vestnik  statistiki.  No.  2, 
1960. 

**  Op.  cit.,  p.  33.  He  prefers  the  term  “  estimate  ”  to  that  of 
“  cost  ”  or  “  price  ”  since  it  is  of  a  local  nature  and  is  used  for  a 
limited  number  of  enterprises,  and  emphasizes  that  it  is  inade¬ 
quate  for  a  full  evaluation  of  value  relationships. 


practice  of  a  socialist  economy.  Linear  programming 
is  only  an  ancillary  procedure,  enriching  the  com¬ 
putational  and  technical  side  of  planning  and  opera¬ 
tional  control  of  particular  processes  in  the  socialist 
economy.  Linear  programming  is  not  only  based  on 
purely  economic  considerations,  but  the  last  word 
always  remains  v/ith  such  considerations  in  evaluating 
the  results  of  the  application  of  linear  program¬ 
ming  ”.*®  The  programming  technique  of  solving  econo¬ 
mic  problems  has  so  far  been  applied  to  inter  alia  the 
rationalization  of  transport  hauls  in  conditions  of 
given  output  location,**  and  operations  research  in 
production  planning.*’  The  subjects  of  the  latter  are 
still  relatively  limited  (to  engineering  production  lines** 
and  timber  sawing*®)  and  other  applications,  for 
example  stock-piling,  capital  budgeting,  oil  refining, 
catering,  agriculture  and  military  logistics,  have 
apparently  not  yet  been  opened  up. 

The  Pricing  Problem 

The  reflection  of  the  pattern  of  prime  costs  in  the 
structure  of  wholesale  prices  (free  of  turnover  tax)  has, 
as  already  noted,  permitted  the  mutation  of  physical 
into  value  transformation  functions  for  inter-sector 
matrix-building;  but  in  assessing  the  use  of  such 
functions  for  optimizing  the  use  of  resources,  numerous 
Soviet  economists  have  come  to  emphasize  the 
inadequacy  of  a  prime-cost  calculation.’^  The  dis¬ 
cussion  falls  into  two  parts  —  the  influence  of  factors 
other  than  labour  on  wholesale  (i.e.  inter-industry) 
prices,  and  adjustments  in  the  current  price  lists 
(introduced  on  1  July  1955  and  in  principle  reviewable 
every  five  years).’* 

“  Chetyrkin,  op.  cit.,  p.  44. 

"The  theoretical  solutions  are  expounded  by  L.  Lure  and 
M.  Yakovleva  in  Nemchinov  (ed.),  op.  cit.\  practical  work  is  on 
hand  in  the  USSR  Central  Statistical  Administration  (cf. 
A.  Aganbegyan,  op.  cit.),  in  the  Siberian  Branch  of  the  USSR 
Academy  of  Sciences  (cf.  P.  Maslov,  Voprosy  ekonomiki.  No.  5, 
1959)  and  in  the  Institute  of  Complex  Transport  Problems 
(cf.  M.  Mitropolsky,  ibid..  No.  11,  1959).  A  food-supply  map 
for  Moscow  was  drawn  up  by  the  Scientific  Research  Institute 
for  Trade  and  Catering  in  1957  (cf.  Nazarov,  op.  cit.). 

The  contributions  of  Kantorovich,  Kreko  and  Rubinshtein 
to  Nemchikov  (ed.),  op.  cit.,  furnish  the  models. 

**  See  the  earlier  work  by  Kantorovich  noted  above  (especially 
on  the  cutting  out  of  materials);  S.  Dumler,  Vestnik  mashinos- 
troeniya.  No.  10,  1958,  and  the  paper  by  Kantorovich  in  a 
symposium  on  engineering,  Organizatsia  i  planirovanie  ravno- 
mernoi  raboty  mashinostroitelnykh  predpriyatii,  Moscow  1958. 

**  V.  Zalgaller,  Novae  v  sostavlenii  postavov  dlya  raspilovki 
breven,  Leningrad  1956. 

Apart  from  a  section  on  sowing  patterns  in  Kantorovich’s 
first  work  on  the  subject.  The  potential  use  of  programming  in 
choosing  feed-mix  has,  however,  been  observed. 

’*  The  distinction  between  prime  and  supplementary  costs 
properly  so  called  has  begun  to  be  drawn  by  some  Soviet 
economists,  but  in  the  present  context  prime  cost  is  considered 
as  labour  cost  (i.e.  as  the  v  in  Marx’s  analysis). 

The  only  subsequent  change  to  be  made  in  these  lists 
has  been  the  reduction  of  charges  for  equipment-installation 
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The  function  of  a  capital  charge  in  rationalizing  the 
use  of  fixed  assets  has  never  disappeared  entirely  from 
the  purview  of  Soviet  economists,  but  its  practical 
employment  ceased  with  a  decree  of  9  March  1934 
that  capital  investment  by  state  enterprises  be  financed 
uniquely  by  non-reimbursable  budget  grants.  By  con¬ 
trast,  the  holding  of  working  capital  has,  since  1939, 
been  increasingly  penalized ;  ”  non-state  borrowers 
(craft  and  trade  co-operativer,,  collective  farms  and  pri¬ 
vate  householders)  have  always  been  required  to  pay 
interest;  but  not  only  has  there  been  no  capital  market 
to  influence  their  investment,  but  bank  deposits  have 
carried  a  higher  rate  of  interest  than  bank  loans 
(perverse  effects  being  avoided  by  the  rationing  of 
credits  and  severe  control  over  their  outlay).  For  state 
enterprises,  a  breach  was  made  in  the  capital-grant 
principle  by  a  decree  of  21  August  1954,  which  per¬ 
mitted  the  State  Bank  to  grant  credits  for  “  mechaniza¬ 
tion  and  improving  technological  processes  ” ;  but 
the  credits  were  small  and  for  a  maximum  of  one  to 
three  years.’®  The  movement  among  economists  for 
a  capital  charge  had  then  already  been  resumed. 
Barkovsky  had  called  for  all  capital  outlays  to  be 
repayable,  and  others  have  since  proposed  more  various 
extensions  of  capital  charging  and  been  joined  at  the 
June  1959  Plenum  of  the  Party  Central  Committee  by 
the  Chairman  of  the  Moscow  City  Sovnarkhoz.’’’’  These 
arguments  were  sufficiently  compelling  for  the  Plenum 
to  resolve  to  throw  the  discussion  open  for  technical 
study  by  the  departments  concerned.  In  1959  also  the 
capital/output  ratio  was  introduced  as  a  plan  indicator 
in  industrial  enterprises.’®  Decentralized  authority 
over  investment  outlay  being  still  very  limited,’* 


work  in  1959.  The  retail-price  reductions  which  have  taken  place 
during  1955-1960  do  not  affect  wholesale  tariffs  since  changes 
are  absorbed  by  rates  of  turnover  tax.  Changes  in  cost  prices  are 
absorbed  by  profits  (part  of  which  are  surrendered  to  the 
Budget). 

”  By  reducing  authorized  limits  of  enterprise  circulating  funds 
and  consequently  enforcing  recourse  to  the  State  Bank :  initially 
applied  to  consumer-goods  manufacture  and  trade,  the  policy 
after  the  war  was  directed  to  producer-goods  industries  and 
generally  reinforced  in  1954  by  the  reduction  of  authorized 
hidings. 

Direktivy  KPSS,  Moscow  1958,  Vol.  4,  p.  288. 

So  insignificant  that  a  Ministry  of  Finance  handbook  for 
sovnarkhozy  (L.  Rothstein,  Finansovoe  planirovanie  v  sovnar- 
khozyakh,  Moscow  1959)  fails  to  mention  them  as  a  source  of 
capital  finance. 

’‘See  N.  Barkovsky,  Dengi  i  kredit.  No.  1,  1954  (especially 
p.  24),  G.  Kozlov,  Pravda,  15  September  1956,  and  L.  Likhtcn- 
shtein,  Dengi  i  kredit.  No.  6,  1957  (especially  pp.  33-34).  See  also 
Economic  Bulletin  for  Europe,  Vol.  10,  No.  3,  pp.  26-37. 

”  K.  Petukhov,  Trud,  25  June  1959. 

’*  Cf.  Economic  Bulletin  for  Europe,  Vol.  1 1 ,  No.  3,  p.  35. 
Other  proposals  for  guiding  choice  of  capital  variants  (con¬ 
veniently  summarized  by  N.  Shchadilov,  Vestnik  statist iki. 
No.  9,  1959)  relate  to  planning  and  none  involves  charges  on 
enterprises. 

’*  Until  1955  the  enterprise  director  had  control  merely  of  the 
few  per  cent  of  his  profits  paid  to  the  “  Enterprise  Fund  ”  (see 
Survey  for  19^5,  p.  213);  by  a  decree  of  9  August  1955  he  gained 


enterprise  directors  and  regional  economic  adminis¬ 
trators  have  been  in  the  forefront  of  the  advocates  of 
loan  capital  to  resolve  the  difference  that  can  arise 
between  subjective  evaluations  of  capital  projects  at 
the  centre  and  on  the  spot.*®  These  proposals  are  in 
addition  to  the  longer-standing  desire  of  managers 
to  utilize  larger  shares  of  their  enterprise’s  profit,*^ 
but  must  inevitably  be  considered  in  conjunction.  The 
surrender  by  enterprises  of  large  shares  of  their  profits 
has  been  compatible  with  the  retrocession  of  their 
funds  as  free  grants;  but  the  institution  of  a  charge  for 
regaining  control  over  those  same  funds  would  create 
some  difficulties.®^ 

The  argument  of  the  economists  and  mathematicians 
seeking  to  quantify  the  optimizing  of  resource  alloca¬ 
tion  is  based  essentially  upon  the  ‘  quasi-rent  ’,  rather 
than  the  ‘  interest  ’,  concept.  Novozhilov  agrees  with 
the  “  qualitative  ”  school  of  Soviet  economists  (see 
above)  that  the  choice  of  a  rate  of  accumulation  is  the 
result  of  “  a  qualitative  analysis  of  the  law-governed 
development  of  the  socialist  economy  ”  employing  as 
the  criterion  of  that  rate  the  planned  growth  of  labour 
productivity,  as  enunciated  by  Academician  Strumilin 
in  1946.®^  Hence  he  takes  as  given  a  volume  of  capital 
investments  fixed  for  a  long-term  plan  and  requires 
the  efficiency  of  that  investment  to  be  defined  in 
“  quantitative  ”  analysis.  “  The  definition  of  the  norm 
of  the  efficiency  of  investment  in  no  way  differs  from 
the  definition  of  the  differential  rent  for  the  use  of 
natural  resources.  All  these  norms  reflect  an  economy 
of  labour  which  the  use  of  a  unit  must  give  in  some  or 
other  condition  of  its  application.”  His  concept  is  an 
extension  specifically  of  quasi-rent  for  deficitary  pro¬ 
ducers’  goods  and  of  differential  rent  for  natural 


disposal  of  the  repair  component  of  his  depreciatior  .  .arges 
(cf.  ibid.,  p.  212).  Sovnarkhozy  may  do  no  more  than  vary 
capital  objectives  within  the  authorized  branch  of  industry. 
From  1959  Union-Republics  cannot  transfer  their  outlays 
between  groups  of  social  investment  and  from  1960  —  with  a  few 
exceptions,  notably  canteens  —  social  capital  may  no  longer  be 
authorized  within  a  productive-capital  appropriation. 

'®G.  Khmelnitsky,  Ekonomika  Radyanskoy  Ukrainy,  No.  1, 
1959,  pp.  75-78,  pleading  for  interest  charges  on  all  investment 
and  the  repeal  of  non-reimbursable  grants,  suggests  that  such  an 
experiment  be  tried  on  an  Ukrainian  sovnarkhoz. 

“  For  example,  A.  Krylov,  Director  of  the  big  Likhachev 
Motor  Works,  Moscow,  asked  for  all  over-plan  profit  to  be 
retained  by  the  enterprise  —  60  per  cent  for  investment,  40  per 
cent  for  workers’  amenities  and  premia  {Kommunist,  No.  6. 
1957,  p.  47). 

“  A  cognate  link  between  managerial  premia  and  capital 
charges  was  shown  at  the  November  1959  meeting  convened  by 
the  USSR  Academy  of  Sciences  on  social  and  economic  prob¬ 
lems  of  technical  progress:  L.  Gatovsky  joined  his  proposal  for 
long-term  loans  for  re-equipment  projects  to  the  deprivation  of 
premia  in  enterprises  which  fail  to  take  up  such  loans  where 
scope  for  their  application  exists. 

'*  In  his  contribution  to  Nemchinov  (ed.),  op.  cit.,  p.  185. 

“  S.  Strumilin,  Izvestia  Akademii  nauk  SSSR,  otdelenie 
ekonomiki  i  prova.  No.  3,  1946  (English  translation  in  Inter¬ 
national  Economic  Papers,  No.  1 ). 
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resources  “  not  readily  at  hand  Kantorovich  “ 
proposed  outright  charges  for  capital  as  well  as  a 
differential  rent  for  land  and  Nemchinov  included 
among  the  authors  who  propose  that  the  price  of  a 
product  include  a  rate  of  profit  ad  valorem  to  the  value 
of  fixed  or  circulating  capital  employed  in  production, 
I.  Malyshev,  L.  Vaag,  V.  Belkin,  Z.  Atlas,  V.  Sobol 
and  M.  Kolganov  —  all,  except  perhaps  Vaag  and 
Belkin,  among  the  ranks  of  senior  Soviet  economists. 
The  view  for  the  maintenance  of  the  existing  practice, 
whereby  wholesale  prices  remunerate  only  ‘  living  ’ 
labour  and  that  amount  of  ‘  embodied  ’  labour 
(capital  and  land  improvement)  used  up  in  the  course 
of  production  (essentially  Marx’s  c+v),  is  mainly 
voiced  by  Academician  Nemchinov.®^  This  school  is  not 
of  course  unaware  of  the  need  to  measure  the  efficiency 
of  capital  in  order  rationally  to  utilize  it,  and  numerous 
statistical  proposals  have  been  evolved  to  create  some 
parameter  which  does  not  involve  a  component  of 
price.  After  a  public  debate  of  some  five  years’ 
duration,  a  standard  methodology  was  evolved  on 
the  basis  of  the  recommendations  of  an  All-Union 
conference  of  statisticians  on  the  definition  of  the 
economic  efficiency  of  capital  investment  and  new 
technique,  by  the  Institute  of  Economics  of  the  USSR 
Academy  of  Sciences,  by  the  Scientific  Research  In¬ 
stitute  of  the  USSR  Gosplan,  the  Institute  of  Building 
Economics  of  the  USSR  Academy  of  Construction  and 
Architecture,  the  State  Scientific-Technical  Com¬ 
mittee,  the  Central  Statistical  Administration  and  the 
Construction  Bank.®®  The  object  of  the  agreed  cri¬ 
terion  —  in  the  official  report  —  was,  first,  to  choose 
between  industrial  branches  when  a  number  of 
branches  produce  the  same  or  substitute  products; 
secondly,  to  solve  problems  of  investment  location; 
thirdly  to  choose  between  new  construction  and  the 
re-equipment  of  existing  plants;  fourthly  to  establish 
construction  periods  on  the  basis  of  “  progressive 
norms  ” ;  and  fifthly  to  choose  between  types  of 
installations.  The  formula  proposed  was  the  simple 
one, 

O-C 


where  O  =  annual  output  at  wholesale  prices  (free  of 
turnover  tax);  C  =  annual  cost  of  production  (as 

“  Both  in  Ekonomichesky  raschet  nailuchshevo  ispolzovaniya 
resursov  and  in  Voprosy  ekonomiki.  No.  1,  1960. 

**  The  specific  problem  of  differential  land  rent  was  discussed 
by  a  conference  in  the  Economics  Faculty  of  Moscow  University 
(Report  in  Ekonomicheskie  nauki.  No.  3,  1959,  pp.  135-147). 
^e  also  Bronshtein,  ibid..  No.  1,  1960. 

Cf.  Nemchinov  (ed.),  op.  cit.  He  rejects  Kantorovich’s 
incorporation  of  a  differential  rent  of  land  as  an  objective  con¬ 
dition  of  valuation  on  the  grounds  that  such  rents  arc  a  redis¬ 
tributive  and  not  a  productive  category;  they  are  only  set  out 
in  the  processes  of  redistributing  national  income. 

Planovoe  khozyaistvo.  No.  3,  1960,  pp.  56-62. 


currently  defined  in  the  Soviet  Union);  and  K  =  total 
investment  cost  including  working  capital.  This  has 
alternatively  been  presented  by  the  Central  Statistical 
Administration  as  a  comparison  of  periods. 


where  M  =  annual  profits  (the  formula  therefore 
represents  merely  the  reciprocal  of  the  official  standard) 
or  in  further  reformulation  as  the  ‘  co-efficient  of  effi¬ 
ciency  ’, 

MxlOO 


The  choice  of  projects  by  comparisons  of  capital 
outlays  per  unit  of  capacity  (physical  or  in  value 
terms)  and  of  periods  of  construction  (the  ‘  steriliza¬ 
tion  ’  formula)  are  also  recommended  in  the  organ  of 
the  Statistical  Administration.®®  The  organ,  however, 
presents  “  for  discussion  ”  an  adaptation  of  Marx’s 
formula  c+v-fm  “where  m  is  defined  in  relation  to 
the  technical  equipment  of  labour,  i.e.  in  direct  pro¬ 
portion  to  fixed  and  circulating  capital  ’’.®®  This  is 
of  course  virtually  a  rate  of  interest,  a  point  made 
more  explicit  when  its  author,  Chernyavsky,  opposes 
a  different  co-efficient  to  compute  m  for  different 
industries  and  favours  a  single  rate. 

The  rational  exploitation  of  the  price  structure  has 
opened  up  in  the  Soviet  Union  the  problem  of  the 
distribution  of  Marx’s  m  {mehrwert,  i.e.  surplus  value 
above  prime  cost  and  depreciation)  between  products 
and  is  still  a  matter  of  current  discussion.  Two  schools 
may  readily  be  distinguished.  On  the  one  hand 
there  are  those  who  accept,  albeit  with  reservations 
in  application,  that  price  may  differ  from  Marx’s 
c+v-f-m  (e.g.  Gatovsky,  Turetsky,  Kamenitser)  while 
others  hold  that  each  price  should  comprise  its  own 
m  (e.g.  Strumilin,  Krinitsky,  Kondrashev).®^  While 
this  debate  is  only  linked  en  passant  with  that  of  factor 
remuneration  discussed  in  the  preceding  paragraph, 
it  is  clear  that  only  the  second  school  is  compatible  with 
the  use  of  prices  in  a  unique  scheme  for  optimizing 
resource  use.  Kondrashev  in  fact  seems  to  go  even 
further  and  to  evoke  the  demand  schedule  as  well  as 
supply  conditions  as  a  determinant  of  price.®®  Envi¬ 
saging  the  practical  mechanism  whereby  existing  prices 
can  be  adopted  to  embrace  larger  shares  of  m,  some 
economists  (e.g.  Bor,  Kronrod)  propose  a  general  rise 
in  wholesale  prices,  whereas  others  (e.g.  Bachurin) 


**  See  Shchadilov,  op.  cit. 

V.  Chernyavsky,  ibid..  No.  2,  1960,  p.  66. 

For  a  succinct  review  of  both  sides  see  the  latter’s  paper  in 
Finansy  SSSR,  No.  1,  1960. 

”  Op.  cit.,  p.  48. 
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believe  that,  since  m  is  concentrated  upon  consumer- 
goods’  prices,  the  gap  between  m's  in  producers’  and 
consumers’  goods  can  be  closed  by  gradual  wage 
increases  in  conditions  of  stable  retail  prices.  In  addi¬ 
tion  to  these  proposals  there  are  of  course  numerous 
suggestions  for  price  revisions  of  a  technical  nature 

“For  example,  M.  Lifits,  Voprosy  ekonomikl.  No.  11,  1959. 


(e.g.  that  one  and  the  same  good  bears  the  same  price) 
which  would  still  be  required  for  prices  to  be  used  as 
measures  of  optimizing  resource  allocation.®* 


**  Trends  in  Soviet  and  eastern  European  approaches  to 
investment  criteria  and  pricing  are  further  analysed  in  World 
Economic  Survey,  1959,  United  Nations,  New  York  (penultimate 
section  of  Chapter  3). 
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Corrigenda  to  the  “Economic  Survey  of  Europe  in  1959” 

Page  xii,  penultimate  line  of  the  Explanatory  Notes,  read  “  information  received  up  to  mid-February  1960 

has  been  included  .  . 

Chapter  I 

Page  22,  2nd  column,  five  lines  from  end  of  last  paragraph,  read  “  20  per  cent  in  1956  to  . . 

Page  25,  1st  coluirm,  second  paragraph,  third  line,  read  “  (SITC  711)  ”  instead  of  “  (SITC  71) 

Chapter  II 

Page  3,  footnote  4,  second  line,  read  “  indicated  by  the  data  above,  since  .  . 

Page  8,  Table  7,  Rumania,  insert  footnote  /  after  “  Total 

Page  11,  Table  9,  Rumania,  read  “  Grain  (total)  11.04  7.29  . .  145 

Page  22,  Table  16,  Rumania,  read  “  Investment  in  the  socialist  sector  100  17  34  ”,  instead  of  “  Total 
investment  .  . 

Page  22,  Table  16,  Soviet  Union,  italicized  heading  over  last  column,  read  “  Increase  over  1959  Plan 

Page  25,  Table  17,  Rumania,  4th  column,  read  “  1 1 »  ”  instead  o/“  10  ”,  and  insert  footnote  “  »  Refers 
to  increase  from  August  1959,  probably  on  an  annual  basis.” 

Page  28,  Table  19,  second  line  of  heading,  read  “  Percentage  increases  over  the  1958  level  at  current 
prices  ”. 

Chapter  III 

Page  9,  text  table  “  Population  increments  In  Poland  in  each  five-year  period”,  read  “of  which: 
aged  15-19  ”. 

Page  12,  Table  6,  footnote  b,  last  line,  read  ”...  and  no  annual  plan  for  1960  has  yet  been  published.” 

Page  23,  Table  13,  Poland,  Construction  enterprises,  insert  footnote  reference  “®”  after  9  in  the 
1st  column. 

Page  51,  2nd  column,  twenty-first  line,  read  “  increases  ”  for  “  decreases  ”. 

Chapter  IV 

Page  4,  footnote  13,  second  line,  read  “  .  .  .  between  1952  and  1957,  50  billion  roubles  .  .  .”. 

Chapter  V 

Page  3,  Table  1,  insert  “  i  ”  before  footnote  reading  “  The  source  indicated  ...  as  a  residual.” 

Page  31,  2nd  column,  first  paragraph,  tenth  line,  read:  “  Among  consumers’  goods,  the  manufacture 
of  salt  and  tobacco  and  the  sale  of  alcohol  are  completely  state  owned  .  .  .”. 

Page  35,  1st  column,  second  paragraph,  read:  “  Although  the  public-enterprise  sector  in  Austria  is 
large,  it  has  greater  independence  from  governmental  control.  As  in  private  joint-stock  companies, 
the  investment  and  concomitant  finance  plans  of  each  nationalized  enterprise  are  drawn  up  by  its 
board  of  directors  (Vorstand)  and  submitted  for  approval  or  amendment  to  its  board  of  administra¬ 
tion  (Aufsichtsrat).  The  board  of  administration  is  composed  of  members  elected  by  the  general 
meeting  (Generalversammlung),  in  which  the  responsible  minister  represents  the  State  as  the  sole 
shareholder.  Among  the  members  of  the  board  of  administration  are  representatives  of  industries 
which  are  important  customers  of  the  public  enterprise.” 

Chapter  VII 

Page  13,  let  column,  tenth  line,  replace  the  sentence  beginning  “This  is  now  ...”  by  “The  Irish 
authorities  have  in  fact  abandoned  that  part  of  the  programme  under  which  reclamation  work  was 
carried  out  directly  by  the  State,  since  the  cost  per  acre  was  considered  unduly  high  in  relation  to 
the  economic  returns  obtained.  The  savings  thus  effected  (once  existing  commitments  have  been 
fulfilled)  are  to  be  used  to  subsidize  the  price  of  phosphate  fertilizer.  Grants  for  reclamation  work 
by  farmers  themselves,  however,  are  being  continued.**  ” 

Page  30,  Table  16,  Ireland:  In  the  last  two  columns,  at  “  89  ”  and  “  82  ”,  add  footnote  reference  “  ”, 
and  in  the  footnotes  add  “  ^  If  peat,  which  in  Ireland  is  largely  a  commercial  fuel,  were  included, 
the  percentage  of  net  imports  in  total  apparent  consumption  would  be  of  the  order  of  50.” 

Appendix  B 

Page  5,  1st  colunui,  third  line  from  bottom,  read  “  .  . .  Plan  Directives  1961-1965  . . .”. 


